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Dear Fello‘}xr Shareholders, . - ) P _ . '

We faced great challenges in 2006, but con51stent with the JetBlue spirit, we quickly identified and
implemented solutions while ‘staying true to our core values and original mission of bringing humamty
back to air travel. - -

Against the backdrop of a difficult industry environment, we began 2006 by reporting our second
consecutive quarterly loss in the'first quarter. With record high fuel prices no longer an anomaly and a
competitive landscape that continued to be occupied by competitors able to reduce costs under
bankruptcy protection, we realized that we needed to make permanent adjustments to our business
plan. We developed a comprehensive plan we called “Return to Profitability” that included improved
capacity management, revenue optimization, cost reductions and our continued focus on delivering -
The JetBlue Experience on every flight. Due to the hard work and dedication of our 11,000
crewmembers, this plan produced immediate and, we believe, sustainable results, positioning JetBlue
to essentially break even for the year — a positive swing in our pre-tax income of more than

$55 million in the final nine months of the year. Qur Return to Profitability plan renewed our
long-term focus on low cost carrier spending habits while right-sizing a sustainable growth rate.

The JetBlue Experience

It is the dedication and spirit of our crewmembers, living our-core values of Safety, Caring, Integrity,
Fun and Passion, that distinguishes us and strengthens our brand. Qur crewmembers are the reason’
that Condé Nast, for the fifth year in a' row, named JetBlue best domestic airline in 2006. We also
continue to find innovative ways to enhance our product. For example, we modified our Airbus A320
interiors by removing one row of seats and increasing the legroom onboard to at least 36 inches in
rows 1-11 and at least 34 inches in rows 12-25. JetBlue now has the most coach legroom, based on
average fleet-wide seat pitch for U.S. airlines. We believe our cabin experience, which includes
satellite television and radio installed by our LiveTV subsidiary, to be “best in coach class” across the
industry.

.

We deliver what we believe is superior customer service, resulting in high customer loyaity. When we
fail to meet our customers’ expectations, especially through potentially avoidable service lapses, a
meaningful response to our customers becomes critical. On February 14, 2007, an ice storm settled
over New York. Our intention was to fly our customers to their Presidents’ Day Weekend
destinations, and we relied on weather forecasts that predicted the poor weather conditions would
_improve throughout the day. Unfortunately, that did not occur and, as a result, many customers and
crewmembers were negatively impacted. In response to these sérvice disruptions, we implemented
several improvements to our operational 'approach and introduced the JetBlue Customer Bill of
Rights. We believe our Customer Bill of Rights provides meaningful and relevant compensation for
customers who experience avoidable inconveniences. As important, this Bill of Rights publicly
commits us to perform to high service standards and holds us accountable. "

As we grow, we continue to be challenged by our ability to keep our company “feeling small” and

“scaling our culture.” Our goal is to recruit and retain the best people in the industry as our success,
in great part, depends on crewmembers who enjoy working at JetBlue and who are proud of the job
they do. Listening to our crewmembers and working together will help us build and maintain a secure
future. At JetBlue, we truly believe that our competitive advantage is our culture and we will continue
to do ali that is possible to protect, preserve and further improve our culture across our airline.
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/ ¢ As part of : 4 strategy of better matchmg capacity with demand we have slowed our, growth by
deferrmg aircraft delwerles from manufacturers and sellmg aircraft, including five of our older Airbus
A320 aircraft. We‘belleve this revised fleet approach allows us to better plan for our long-term
growTh whlle malntalnmg the ﬂex1b111ty to increase capacity as economic COI’IdlIlOHS warrant.

*

Even wnt}f these sales and delivery ad]ustments we increased capacity nearly 21% in 2006 and
launched new service to 16 destinations including Cancun, Mexico, Austin, TX, Raleigh- Durham NC,
and Hamilton, Bermuda. New service to Jacksonville, FL and Sarasota Bradenton, FL sohdlﬁed our
leadership position in the United States’ most traveled corridor between New York and Florida. In
addition, we continued to “connect the dots” with new service between existing city pairs.

We also reduced long-haul flying in the non-peak season and shifted more of our overall flying|to
‘medium and short-haul markets. The EMBRAER 190 aircraft, configured with 100 seats, a]]owled us
to penetrate the short- and medivm-haul business markets close to our. home base of operations in
New York’s John F. Kennedy International Airport. Our network expanswn - desplte a dlfﬁcult
industry environment — was possible because we have the right people and a hlgh quality product

With regard to our home at JFK Airport in New York, our new Terr_nmal 5 pr0]ect continues to track
very well. This project, which includes 26 gates, new roadways, a parking structure, and a conn:{zctor to
the AirTrain, will allow us to continue to increase our presence at JFK, the largest airport serving
New York. The terminal, made possible by our business partners at the Port Authority of New|York
and New Jersey, is anticipated to open in late 2008. As JFK’s largest carrier, we eagerly await the
opening of our new terminal to facilitate additional growth.

Revenue Optimization

Our customers love 1o fly JetBlue and historically we have had industry-leading load factors. In 2005,
our load factor was 85.2% and our yield per passenger mile was 8.02 cents. During 2006, we made
several positive changes to our revenue management processes as well as a strategic decision to: price
our product to achieve a higher yield, at the expense of load factor. By year end, our load factor was
81.6% and our yield per passenger mile climbed to 9.53 cents — nearly a 19% increase year-over-year.
We are very pleased that our revenue management strategies resulted in higher passenger yields
despite additional capacity in many of our markets.

We have continued to focus on making our product easy for our customers to purchase, while
minimizing distribution costs. In 2006, we had industry-leading online distribution with nearly 8|0% of
our total ticket sales booked on our website www.jetblue.com. In addition, we re-entered the global
distribution systems, which is important as we broaden our network to more business markets. We
also continued to enhance our CompanyBlue product for business travel and our Getaways travel
package business. We now have 4.7 million members of our TrueBlue ioyalty program.

Cost Reductions

Our Return to Profitability plan helped us refocus on low-cost carrier spending habits. For example,
we implemented several initiatives to conserve fuel and improve fuel efficiency, mcludmg mcreased
use of single-engine taxi and ground power. We also made a concerted effort to increase produuthty
Our crewmembers met the challenge of workmg smarter and we ended the vear with 78 full- t1r{1e
equivalent employees, or FTEs, per aircraft. This significantly exceeded our initial year-end 2007
target of 80 FTEs per aircraft. Additionally, through the hard work of our crewmembers, we reduced’
our stage length adjusted operating cost per available seat mile (excluding fuel) 1.4 percent
year-over-year as we continued to drive efficiency across our airline.

A Look Ahead

In 2007, we institutionalized the spirit of our Return to Profitability plan into our annual operating
plan. In doing so, we implemented an ongoing commitment to low-cost carrier spending habits,la
moderated growth plan, and revenue optimization, all while maintaining our strong and vibrant.
service-oriented culture and delivering The JetBlue Experience to 23 million customers this year.




We have more work to do, but we are pleased with the direction in which we are headed. Going
forward, we commit to you that JetBlue will continue its focus on financial discipline, operational
reliability and customer and crewmember satisfaction. The actions we take today determine our
future. The hard work and dedication of our crewmembers will keep JetBlue a different kind of
airline. We believe we have the best crewmembers, service and product in the skies and wé are
excited about the future. We also believe we have the right plan in place to continue to grow
profitably, improve our operational and financial health and further strengthen our competitive
posttion. :

On behalf of our 11,000 dedicated crewmembers, we thank you for your continued support.

Most Sincerely,

David Neeleman
Chairman and Chief Executive Officer

’o..Jl_

Dave Barger
President
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FORWARD-LOOKING INFORMATION

Statements in this Form 10-K (or otherwise made by JetBlue or on JetBlue’s behalf) contain
various forward-looking statements within the meaning of Section 27A of the Securities Act of 1933,
as amended, or the Securities Act, and Section 21E of the Securities Exchange Act of 1934, as
amended, or the Exchange Act, which represent our management’s beliefs and assumptions

-concerning future events. When used in this document and in documents incorporated by reference,

forward-looking statements include, without limitation, statements regarding financial forecasts or
projections, and our expectations, beliefs, intentions or future strategies that are signified by the words
“expects”, “anticipates”, “intends”, “believes”, “plans” or similar language. These forward-looking
statements are subject to risks, uncertainties and assumptions that could cause our actual results and
the timing of certain events to differ materially from those expressed in the forward-looking
statements. [t is routine for our internal projections and expectations to change as the year or each
quarter in the year progresses, and therefore it should be clearly understood that the internal
projections, beliefs and assumptions upon which we base our expectations may change prior to the
end of each quarter or year. Although these expectations may change, we may not inform you if they

do.

You should understand that many important factors, in addition to those discussed or
incorporated by reference in this report, could cause our results to differ materially from those
expressed in the forward-looking statements. Potential factors that could affect our results inciude, in
addition to others not described in this report, those described in Item 1A of this report under “Risks
Related to JetBlue” and “Risks Associated with the Airline Industry.” In light of these risks and
uncertainties, the forward-looking events discussed in this report' might not occur.
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! ITEM 1. BUSINESS

Overview : ;

JetBlue Airways Corporation, or JetBlue, is a low-cost passenger airline that provides high
quality customer service at low fares primarily on point-to-point routes. As of February 14, 2007, we
operated a total of 502 daily flights. We focus on serving markets that have had high average fares.
We currently serve 50 destinations in 21 states, Puerto Rico; Mexico and the Caribbean, with 98% of '
our flights having as an origin or destination one of our four focus cities: New York, Los Angeles
(Long Beach/Burbank), Boston or Washington, D.C. For the year ended December 31, 2006, JetBlue
was the 8th largest passenger carrier in the United States based on revenue passenger miles.

We had a net loss of $1 million and $20 million for thé years ended December 31, 2006 and 2005,
respectively, We generated operatlng margins of 5.4% in 2006 and 2.8% in 2005, which were the third
and second highest operating margins, respectfully, among all traditional network and low-cost major
U.S. airlines. Although this was our second consecutive year of losses, which resulted primarily from
continued record high fuel prices, during 2006 we introduced initiatives to reduce fuel consumption
through more fuel efficient operating practices, renewed our focus on low-cost carrier spending habits
and implemented more efficient staffing in all aspects of our business. We also modified our revenue
management practices to price our inventory to achieve-a higher yield while relinquishing some of our
load factor (the percentage of aircraft seating capacity actually utilized). As a result, our load factor
decreased 3.6 points to 81.6% during 2006, which was still higher than all but two of the major U.S.
airlines, whose weighted average load factor was 79.2%. In 2006, we attained the highest completion
factor and fewest incidents of delayed, mlshand]ed or lost bags among all major U.S. airlines. We are
committed to operating our scheduled flights whenever p0551ble however, this commitment to
customer service, along with operating at three of the most congested and delay-prone domestic
airports, contributed to a 72.9% on-time performance in 2006, whlch was lower than all but one major
U.S. airline.

As a result of our low costs, we are able to offer low fares designed to’stimulate demand in our
markets, which we have demonstrated through our ability to increase passenger traffic in the markets
we serve. The efficient scheduling and operation of our aircraft and low distribution costs contribute
to our low operating costs. We have a flexible workforce that strives to offer high quality customer
service, while at the same time operating efficiently. We offer our customers a high quality product
including new aircraft, roomy leather seats, reliable operating performance 36 channels of free
LiveTV (a satellite TV service with programming provided by DIRECTV®), movie selections from
FOX InFlight at every scat and 100 channels of free XM Satellite Radio. We are scheduled to add
80 new Airbus A320 aircraft and 78 EMBRAER 190 aircraft to our current operatmg ﬂeet of 98
Airbus A320 and 23 EMBRAER 190 aircraft by the’ end of'2014. * '

JetBlue was incorporated in Delaware in August 1998 and commenced service in February 2000.
Our principal executive offices are located at 118-29 Queens Boulevard, Forest Hills, New York 11375
and our telephone number is (718) 286-7900. Our filings with the Securities and Exchange
Commission, or the SEC, are accessible free of charge at our. website http:/investor.jetblue.com.
Information contained on our website is not incorporated by reference in this report. As used in this
Form 10-K, the terms “JetBlue”, “we”, “us”, “our” and similar terms refer to JetBlue Airways
. Corporation and its subsidiaries, unless the context indicates otherwise.




Our Strategy

Our goal is to establish JetBlue as a high quality, low-fare, low-cost passenger airline. Wt': intend
to maintain a growth plan that takes advantage of our competitive strengths. The key elements of our
strategy are:

Stimulate Demand with Low Fares. Our low fares are designed to stimulate demand, particularly
from fare-conscious leisure and business travelers who might otherwise have used alternative forms of
transportation or would not have traveled at all. We are using our new 100-seat EMBRAER!190
aircraft, for which we were the launch customer in 2005, to stimulate demand in many mid-sized
markets and to further increase the frequency of flights on our existing routes.

In considering new markets, we focus on those that have high average fares. In this process, we
analyze publicly available data from the U.S. Department of Transportation, or DOT, showmg the
historical number of passengers, capac1ty and average fares over time. Using this data, combmed with
our knowledge and experience about how comparable markets have reacted in the past when prices
were increased or decreased, we forecast the level of demand in a particular market expectecll to resuit
from the introduction of our service and lower prices, as well as the anticipated response of existing
airlines in that market.

Commitment to Low Costs, Our low costs have allowed us to offer fares low enough tojstimulate
new demand and to attract customers away from higher-priced competitors,-We expect to continue to
aggressively control costs and maintain our focus on low-cost carrier spending habits.

Offer High Quality Service and Product. We believe that a key element of our current and
long-term success is that, in addition to offermg low fares, we offer customers a better alternanve for |
air travel. Onboard JetBlue, customers enjoy a distinctive flying experience, which we refer t|0 as the
“JetBlue Experience”, that includes friendly, customer service-oriented employees, new alrcraft roomy
leather seats with 36 channels of free LiveTV, 100 ¢hannels of free XM satellite radio and movxe
channel offerings from FOX InFlight. Our onboard offerings include generous brand name snacks,
premium beverages and specially designed products for our overnight flights. Based on customer
feedback, we believe that the JetBlue Experience is an important reason why our customers lchoose us
over,other airlines.

We strive to communicate openly and honestly with customers about delays, especially 'Vlvhen
weather or mechanical problems disrupt service. We do not cancel flights, unless absolutely necessary,
in order to fulfill our commitment of getting customers to their destination even if it means petting
them there late. In 2006, we completed 99.6% of our scheduled flights, the highest percentage of any
major airline. Unlike most other airlines, we have a policy of not overbooking our flights.

All of our aircraft are equipped with leather seats in a comfortable single class layout. 'I-he Airbus
A320 aircraft has a wider cabin than both the Boeing 737 and 757, two comparable types of taircraft
operated by many of our competitors. The EMBRAER 190 aircraft has 100 seats that are W}der than
those currently in use in our Airbus A320 aircraft, arranged in a two-by-two seating configuration with
either 32 or 33 inches between rows of seats. We continually search for ways to improve our|product.
In an effort to increase customer comfort, in January 2007, we began to remove one row of seats from
our Airbus A320 aircraft, which will reduce the total number of seats to 150 from 156. The |
reconfigured cabin will have at least 36 inches between rows 1-11 and at least 34 inches between rows -
12-25, providing the most legroom in coach of all U.S. airlines. We are also upgrading the LilveTV
entertainment on our Airbus A320 aircraft to include larger 6.8-inch television screens and adding
100 channels of XM Satellite Radio.

Grow Our Presence in New York City and Expand Our Network. Since our inception, wz have
focused our primary operations in New York City, the nation’s largest travel market. We are|the
largest airline at New York’s John F. Kennedy International Airport, or JFK, as measured by
passengers and, by the end of 2006, our domestic operations at JFK were almost equal to those of all
the other airlines combined. We believe that by building our operations in the nation’s large',t travel
market, more market opportunities will become available to us than if we focused our operations
elsewhere. Although an increase in connecting traffic is a byproduct of our growing flight
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concentration at JFK and at our other focus cities, 87% of our passengers and 91% of our passenger
revenue in 2006 resulted from point-to-point travel. We also intend to grow our network by increasing
the number of flights in select markets we currently serve by addlng new routes between cities already
in our system and extending service to new markets. :

Opemte new a;rd efficient aircraft. We maintain a fleet con515l1r1g of only- two types of alrcraft
the Airbus A320 and the EMBRAER 190, which, with an average age of only 2.6 years, is the newest
fleet of any major U.S, airline. We believe that operating a newer fleet, which employs the latest
technologies, results in our aircraft being more efficient and dependable than older aircraft. We have
the best dispatch reliability of all U.S major Airbus A320 aircraft operators.

Our Competmve Strengths

Low Operating Costs. For the year ended December 31, 2006, our cost per avallable seat mlle
excluding fuel, of 5.19 cents was lower than all of the other major U.S. airlines. Some of the factors
that contribute to our low unit costs are: \ '

. 'H:gh aircraft utilization. By schedulmg and operating our aircraft efﬁcnently, we are able to
" spread our fixed costs over a greater number of flights : and available seat miles. For the year
_ended December 31, 2006, our aircraft operated an average 12.7 hours per day, which we
believe was higher than that of any other major U.S. airline. We ‘operate a number of “red
eye” flights, which enable a portion of our fleet to remain productive through the night. Our
. efficient airport operations allow us to schedute our aircraft with minimum ground time.

o Low distribution costs. Our distribution costs are low for several reasons. We utilize only
~ electronic tickets, which saves paper, postage, employee time and back-office processing
expense. For the year ended December 31, 2006, 79% of our sales were booked on '
ww.jetblue.com, our least expensive form of distribution, whlle 19% were booked through
our agents. .

s Productive workforce. Our employee efficiency results from fewer unproductive labor work
rules, effective use of part-time employees and the use of labor-saving technology. For
example, most of our reservation sales agents work from their homes, providing better
-scheduling flexibility and allowing employees to customize their desired schedules. By the end’
of February 2007, with the removal of one row of seats from our ‘Airbus A320 aircraft, we
will be able to reduce the number of onboard flight attendants from four to three. We are
continually looking for ways to make our workforce more efficient through the use of
technology without compromising our commitment to customer service.

o Onl‘y two aircraft types. Operating a limited number of aircraft types leads to increased cost
savings as maintenance issues are 51mp11ﬁed spare parts inventory requirements are reduced,
- scheduling is more simplified and trammg costs are lower. We also believe our newer ‘aircraft
are more fuel efficient than older aircraft operated by many other a1rlmes

Strong Brand. -We believe that we have created a w1dely recognized brand that distinguishes us
from our competitors and identifies us as a safe, reliable, low-fare airline focused on customer service
and providing a high quality travel experience. Similarly, we believe that customer awareness of our
brand has contributed to our ability to leverage our brand preference. in marketing efforts and
positions us to be a preferred marketing partner with companies across many different industries. In
2006, we were voted the best domestic airline in the Conde Nast Traveler’s Readers’ Choice Awards
for the fifth consecutive year and were rated the “World’s Best Domestic Airline” by readers of Travel
+ Le:sure Magazine. In 2006, we also earned the “Passenger Serwce Award” from Azr Transport
World.

Strength of Qur People. We belicve that we have developed a strong and vibrant service-oriented
company culture built around our five key values: safety, caring; integrity, fun and passion..Qur success
depends on our ability to continue hiring and retaining people who are friendly, helpful, team-oriented
and committed to delivering the JetBlue Experience to our customers. Our culture is reinforced
through an extensive orientation program for our new employees that emphasizes the importance of
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customer service, productivity and cost control. We also-provide exténsive training for our ernployees,
mcludmg a leadershlp program and other trammg that emphasrzes the importance of safety.

Our leadershrp team has extensrve and dlverse a1rhne industry experience. During 2006,|we made
changes to our leadership team that we believe have positioned us to increase revenues Whl]( reducmg
costs and enhancing the JetBlue Experience for our customers. Our leadership team strives to
communicate on a regular basis with all JetBlue émployees, keeping them informed about JetBlue
events and sohc1tmg feedback for ways to 1mprove our service, teamwork and employees work

environment. '
[ v + -

Well-Positioned in New York Metropolitan Area, the Nation’s Largest Travel Market. Our primary
base of operations is JFK, which provides us access to a market of over 21 million potential c‘ ‘ustomers
in the New York metropolitan area and. approx1malely seven million potential customers witHin
15 miles of the airport. JFK is the largest airport in the New York metropolitan area, based on
passengers served, and is the only airport in the New York metropolitan area with the real e#ltate to
provide for significant expansion potentlal JFK’s infrastructure includes four runways, large fac1ht1es
and a direct light-rail connectlon to the New York Clty subway system and Long Island Rail Road.
Because of JFK’s capacity to support future growth in Novémber 2005, we entered into a 30}year
lease for the construction and operatron of a new terminal at JFK, which, when completed in late
2008, will enable’ us to srgmﬁcantly increase the number of ﬂrghts we offer.

In addition, our location at JFK has:allowed us to' provide reliable service to our customers
Historically, JFK generally only experienced congestion from the late afternoon to the carly Evenmg
when international traffic and the domestic traffic that feeds it were at their peak. Accordmg]y, we
schedule approximately two-thirds of our. JFK [ights outsrde of this traditionally congested pr ried.
However, as a result of an increase in total departures and various construction activities, JFh has
become increasingly busy throughout the entire day. We are working actrvely with the Port Authonty
of New York and New Jersey, or PANYNJ and the Federal Aviation Admmlstratlon or FAA, on
solutions to ease thrs congestron o

: . " 1. ¢

We also serve Newark’s leerty Internatronal Alrport and New York s LaGuardia Airport and, in
December 2006, we expanded our New York operations with the addition of service from Ne'wburgh S
Stewart International Airport. In March 2007 -we plan to commence service from Westcheste: County
Airport in White Plains, New York . .- .

Our Industry ' v L

The passenger airline industry in the United Staies has traditiortally béen dominated by the major
1.S. airlines, the largest of which arehAmeriéan Airlinés, Continental Airlines, Délta Air Linc':s,
Northwest Airlines, Southwest Airlines, United Air Lines and US Airways. The DOT defines the
major U.S. airlines a$ those airlines with annual revenues of over $1 billion. Currently, theré (‘lre 16
major passenger airlines. These airlines offer.scheduled flights to most large cities within the Umted
‘States and abroad and also serve numerous smaller cities, The seven largest major U.S. alrhm‘s other
than Southwest, have adopted the traditional “hub and spoke” network route system, or traditional
network. This type of system concentrates most of'an airline’s operations at a limited number|of hub
cities, serving the majority of other destinations in the system by providing one-stop or connexting:
service through the hub : - - ' : '

Regional airlines, such as SkyWest Airlines and Mesa Alrimes typrcally operate smalIer curcraft
on lower-volume routes than do traditional network airlines. In contrast to low-cost alrhnes reglonal
airlines generally do not try to establish an independent route system. Rather, regional a1r11neL
typically enter into relationships with one or more traditional network airlines under which the
regional airline agrees to use its smallér aircraft to carry passengers booked and ticketed by the
traditional network airliné between their hubs and a smal]er outlymg city. There are currently|five
reglonal maJor US. airlines. :
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Low-cost airlines largely developed in the wake of deregulation of the U.S. airline industry in
1978, which permitted competition on many routes for the first time. Southwest Airlines pioneered the
low-cost model, which enabled them to offer fares that were significantly lower than those charged by.
traditional network airlines. Including JetBlue, there are currently four low-cost major U.S. airlines.

Following the September 11, 2001 terrorist attacks, low-cost airlines were able to fill a significant
capacity void left by traditional network airline capacity reductions. Lower fares and increased
low-cost airline capacity created an unprofitable operating environment for the traditional network
airlines. Since 2001, the majority of traditional network airlines have undergone significant financial
restructuring, including bankruptcies, mergers and consolidations. These restructurings have allowed
them to reduce labor costs, restructure debt, terminate’ pension plans and generally reduce their cost
structure, increase workforce flexibility and provide innovative offerings similar to those of the
low-cost airlines, while still maintaining their expansive route networks, alliances and frequent flier
programs. Although our costs remain lower than those of our largest competitors, the gap between
low-cost airlines and traditional network airlines has diminished.

" Competition

The airline industry is highly competitive. Airline profits are sensitive to even slight changes in
fuel costs, average fare levels and passenger demand. Passenger demand and fare levels historically
have been influenced by, among other things, the general state of the economy, international events,
industry capacity and pricing actions taken by other airlines. The principal competitive factors in the
airline industry are fare pricing, customer service, routes served, flight schedules, types of aircraft,
safety record and reputation, code-sharing relationships, capacity, in-flight entertainment systems and
frequent flyer programs. In addition, the migration of fare-conscious travelers away from traditional
network airlines and their deteriorating market share has forced some of these airlines to undertake
broad cost-cutting measures and to reevaluate their basic business models.

Our compeltitors and potential competitors include traditional network airlines, low-cost airlines,
regional airlines and new entrant airlines. Seven of the other major U.S. airlines are generally larger,
have greater financial resources and serve more routes than we do. Our competitors also use some of
the same advanced technologies that we do, such as ticketless travel, laptop computers in the cockpit
and website bookings. Since deregulation of the airline industry in 1978, there has been consolidation
in the domestic airline industry. In 2005 and 2006, the U.S. airline industry experienced further
consolidation and there were reports of other potential consolidation in the fourth quarter of 2006.
Further industry consolidations or restructurings could result in our competitors having a more
rationalized route structure and lower operating costs, which could enable them to compete more
aggressively.

Price competition occurs through price discounting, fare matching, increased capacity, targeted
sale promotions and frequent flyer travel initiatives, all of which are usually matched by other airlines
in order to maintain their share of passenger traffic. A relatively small change in pricing or in
passenger traffic could have a disproportionate effect on an airline’s operating and financial results.
Our ability to meet this price competition depends on, among other things, our ability to operate at
costs equal to or lower than our competitors. All other factors being equal we believe customers
often prefer JetBlue and the JetBlue Experience.

During 2006, most traditional network airlines increased capacity on their international routes and
decreased domestic capacity. During the same period, some of our competitors, notably Delta Air
Lines and its discontinued low-fare operation, Song, shifted some of their domestic capacity out of
markets where they had competed directly with us. These developments, in conjunction with our shift
of capacity from transcontinental flights to short- and medium-haul routes, resulted in our achieving
higher yields on our ﬁights Although we experienced improved yields in 2006, we anticipate the
extremely competmve nature of the industry to continue. .

Airlines also frequently participate in marketing alliances, which generally provide for
code-sharing, frequent flyer program reciprocity, coordinated flight schedules that provide for
convenient connections .and other joint marketing activities. These alliances also permit an airline to
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market flights operated by other alliance airlines as its own. The benefits of broad networks offered to
customers.could attract more customers to these networks. We do not currently participate ir? any
marketing alliances, interline or offer joint fares with other airlines, nor do we have any commuter
feeder relationships, other than our recent announcement to partner with Cape Air, an airlinrl, that
serves destinations out of Boston and San Juan, Puerto Rico. We plan to pursue other alliances with

international a1rl1nes to leverage our presence at JFK,

Route Network

Our operations pnmanly consist of transportmg passengers on our aircraft, with domesnc U.Ss.
operations, including Puerto Rico, accountmg for 97.1% of our capacity in 2006. The distribution of

our available seat miles, or capacity, by region is:

Capacity Distribution

East Coast—Western US....................
Northeast—Florida ... ... ......... e
Medium—haut........c........ R,
Short—haul ...............ciiiiii
~ Caribbean, including Puerto Rico ............

D Total L. JER ‘

. We currently provide service to 50 destinations in 21 states, Puerto Rico, Mexico and the

Year Ended December 31,
2006 2005 2004

...... 517% 551% 55.1%
...... 31.8 33.5 32.7.
...... 1.3 1.1 1.2
...... 6.6 39 - 45
...... - _86 _64 6.5

....... 100.0% 100.0% 100.0%

Caribbean. We began service to 17 new destinations since December 31,.2005, as set forth in

following table:

Destination

Austin, Texas .
Richmond, Virginia
Hamilton, Bermuda
Portland, Maine )
Jacksonville, Florida .
Pittsburgh, Pennsylvania
Charlotte, North Carolina
-Raleigh-Durham, North Carolina
Nashville, Tennessee '
Houston, Texas
Oranjestad, Aruba
Sarasota Bradenton, Florida
Tucson, Arizona .
Columbus, Ohio
Cancun, Mexico

- Newburgh, New York
Chicago, 1llinois

" Service Commenced

January 2006
March 2006 .
May 2006
May 2006,
June 2006
June 2006
July 2006
July 2006
August 2006

. September 2006

September 2006
September 2006
September 2006
October 2006

~ November 2006

December 2006
January 2007

the

In March 2007, we plan to corrimence service from Westchester County Atrport in Whit:l’ Plains,
New York to Florida and, in May 2007, we plan to commence service from JFK to San Franusco
International Airport. We are JFK’s largest airline based on total passengers carried and we lare the
leading carrier in number of flights flown per day between the New York metropolitan area and

Florida.




High Quality Customer Service . : :

We devote a great deal of time and attention to hiring emp]oyees who will treat customers in a
friendly and respectful manner. The importance of providing caring customer service is emphasized in
training. In addition, our policies and procedures are designed to be customer-friendly and include:

e a]l seats are pre-assigned; ' _ ‘ ' s
» all travel is ticketless, using electronic tickets; |

¢ our policy is not to overbook flights;

e fares are based on one-way travel;

‘. no Saturday night stay is required; and

* change fees are only. $30 per passenger ($25 if done through our website) compared with the
"~ $50 to $100 usually charged by other major U.S. alrlmes

Our customer commitment is also demonstrated by our rehable operational performance For the
year ended December 31, 2006, based on our-data compared to the other major U.S. airlines:

* because we have a policy of not overbooking our flights, we had virtually no incidences of
passenger denied boarding and, therefore, led the industry in this DOT metric;

s our completion factor of 99.6% was the highest as compared to other major U.S. airlines,
which had- an average completion factor of 98.3%, according to the DOT. We are committed
- to operating flights whenever possible and not canceling; however, our commitment to
customer service, along with operating at three of the most congested and delay-prone -
airports in the U.S. (Newark, LaGuardia and JFK), has affected our on-time performance,
which at 72.9% was lower than all but one major U.S. airline;

s our incidence of delayed, mishandled or lost bags of 4.09 per 1 000 customers was the lowest
as compared to other major U.S. airlines, which had an average of 6.86 delayed, mishandled
or lost bags per 1,000 customers, according to the DOT; and

e our rate of customer complaints to the DOT per 100,000 passéngers of 0.40 was the third
lowest as compared to the other major U.S. airlines, which had an average of 0.88 complalnts
according to the DOT.

Safety and Security : '

.

We are dedicated to ensuring the safety and security of our customers and employees. We have
taken numerous measures, voluntarily and as required by regulatory authorities, to increase both the
safety and security of our operations. - |

Our ongoing focus on safety relies on hiring the best people, training them to applicable
standards, and providing them with the most advanced tools and equipment. Safety in the workplace
targets five areas of our operation: flight operations, maintenance, inflight, dispatch and customer '
service. We continue to expand our participation in voluntary programs in partnership with the FAA,
including Aviation Safety Action Programs and Flight Operational Quality Assurance data gathering.
These voluntary programs are the result of FAA-sponsored initiatives to raise safety performance
through awareness of safety trends in the workplace. We also equip our entire Airbus A320 fleet with
the Emergency Vision Assurance system, or EVAS, which provides our flight crews with the ability to
see critical flight instruments should the cockpit fill with smoke. Further, we emphasize both -
occupational and environmental safety across our network. Since introducing enhanced physical
abilities testing for those work groups at greatest risk of ergonomic injuries, we have seen significant
year-over-year decreases in lost-work injuries. Additionally, JetBlue has joined with other airlines and
the Occupational Safety and Health -Administration in voluntary partnerships that are focused on
reducing ergonomics injuries and improving airport ramp safety. - ' -
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The Aviation and Transportation Security Act, or the Aviation Security Act, was enacted n
November 2001 and federalized substantially all aspects of civil aviation security and requnred among
other things, the creation of the Transportation Security Administration, or the TSA, to oversee all
aviation security, and the implementation of certain security measures by airlines and alrportla, such as
the requirement that all passenger bags be screened for explosives. Funding for airline and airport
security under the law is primarily provided by a $2.50 per enplanement ticket tax, with authlonty
granted to the TSA to impose additional fees on the air carriers if necessary to cover addltlo'nal
federal aviation security costs. Since 2002, the TSA has imposed an- Aviation Security Infrastructure
Fee on all airlines to assist in the cost of providing aviation security. The fees assessed are based on
airlines’ actual 2000 security costs. The TSA has announced that this fee structure will remaif in place
unti] further notice. :

We have voluntarily implemented additional security measures, including the instaliation of four
cabin security cameras on each aircraft with a live video feed to the cockpit crew and a 24-hour
security operations desk, which assesses and manages threats, records and monitors suspiciou:s activity
within the JetBlue operating system, and serves as a prime communication channel between us and
our law enforcement and aviation security business partners. In addition to these voluntary measures,
we have complied with all new TSA security requirements. .

Marketing and Distribution : -

Our marketing objectives are to attract new customers to our brand and give our customers
reasons 1o come back to us again and again. Our key value proposition and marketing messa'ge is that
low fares and quality air travel need not be mutually exclusive. Our low fares, high quality plroduct
-and outstanding customer service create the overall JetBlue Experience that we believe is unique in
the domestic airline industry.

We market our services through advertising and promotions in newspapers, magazines, televiston,
radio, through the internet, outdoor billboards, and through targeted public relations and promotions.
We engage in large multi-market programs, as well as many local events and sponsorships and mobile
marketing programs. Our targeted public and community relations efforts promote brand awareness
and complement our strong word-of-mouth channel.

Our primary distribution strategy is to have our customers purchase their flights direct to ensure
they get as pleasant an experience booking their travel as they do in the air. The percentage [of our
total sales booked on our website averaged 79% for the year ended December 31, 2006. Our second
largest distribution channel is our agents who accounted for 19% of our sales. The remaining 2% of
our sales in 2006 were booked through global distribution systems, or GDSs. Our re-entry in;to GDSs
in 2006 has supported our growth in the corporate market and bookings through these chanrilels have
resulted in higher average fares, offsetting the increased distribution costs. As a result, we now
participate in all four major GDSs. In addition, we began participating on a test basis in Traifelocny a
major online travel agency. We continue to evaluate opportunities to broaden our dlstrlbutlon
channels based on cost and yield. Our distribution mix creates sngmﬁcam cost savings and enables us
to continue to build loyaity-through increased customer interaction. '

We sell vacation packages through JetBlue Getaways, a one-stop, value-priced vacation website
designed to meet customers’ demand for self-directed packaged travel planning. Getaways p‘lic:kages
offer competitive fares for air travel on JetBlue, a selection of JetBlue-recommended hotels and
resorts, car rentals and attractions. In January 2007, we introduced JetBlue Cruises, which offers
customers the ability to purchase cruises through our website, with or without the purchase of a
JetBlue flight.

"In November 2006, we began offering the JetBlue Gift Card, which has no expiration date and
may be used toward the purchase of air-only travel to any of the destinaticns JetBlue serves.l1 JetBlue
Gift Cards are available for purchase in denominations from $10 to $1,000 online at www jetblue.com
and in select retail locations nationwide in $50 or $100 denominations.
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CustomerLoyaItyProgram' L, o R Sy

JetBlue s customer loyalty program TrueBlue is an online program de51gned to reward and
recognize our most loyal customers. The program offers incentives to mcrease travel on JétBlue and
provides our customers with addltronal services. TrueBlue members earn pomts for each one-way trip
flown based on the length of the trip. Points are accumulated in an’account for each member and
expire after twelve months. A free round trip award to any JetBlue destination is earned after ”
attaining 100 points within a consecutive twelve month period. Awards are, automatlcally generated
and are valid for one year. We now have over four million TrueBlue members Wthh we expect will
continue to grow.

The number of estimated travel awards outstanding at December 31, 2006 was approximately
188,000 awards and includes an estimate for partially earned awards.. The number of travel awards
used on JetBlue during 2006 was approximately 153,000, which represented 2% of our total revenue
passenger miles. Due to the structure of the program and low level of redemptions as a percentage of*
total travel, the displacement of revenue passengers by passengers using TrueBlue awards has been
minimal to date. ) ' . y . S : '

"+ We have an agreement with American Express, under which it issues co-branded credit cards
allowing cardmembers to,earn points in TrueBlue. In September, 2006, we:expanded our-offerings with
American Express to include the JetBlue Business Card, which provides small business owners with a
5% discount on JetBlue travel and automatic.enrollment in the American Express OPEN Savings® ..
program. In addition, small business owners with any' American Express OPEN small business card
will receive-a 3% discount on JetBlue travel. Every time cardmembers holding either a JetBlue Card
or a JetBlue Business Card from Amerrcan Express earn the equivalent of one TrueBlue point or.
purchase travel on JetBlue before their points expire, all the points in their TrueBlue account are.
extended for another 12 months. We also have an agreement with American Express allowing its
cardholders to convert their Membership Reward points into JetBlue TrueBlue points. We intend to |
pursue other marketing partnerships.in the future. , - ; : e . .

' . e - . v . ' : e

Pncmg , . : , _
: . . o 0y S

Our low cost structure allows us to offer simplified, everyday low fares to our customers We offer
a range of fares, including 14-day, 7-day and 3-day advance purchase fares,and day of-flight, or
walk-up, fares in each of our markets Our fares increase as the number of days prior to travel
decreases, with our highest walk-up fare generally at approximately. three times the amount of our
lowest 14-day advance purchase fare. In addition to our regular fare structure, we frequently offer sale
fares with shorter advance purchase requrrements in most of the markets we serve and match the sale
fares offered by other airlines, We are committed to offermg our customers lower fares, especially
with respect to our walk-up fares,'than those' of our competitors. We beheve the difference between

otir lowest and highest fare for a grven flight i is ‘significantly smaller than our competltors

All of our fares are one- way and never require an overnight stay. Our fares must be purchased at

the time of reservation and are non-refundable, but any booking,can be changed or cancelled prior to
departure for a nominal fee. Based on published fares at our time of entry, our advance purchase
fares have been 50% to,60% below those existing in markets prior to our entry, while our walk-up
fares have generally been up to 60% to 70% below other major U.S. airlines’ unrestricted “full coach”
fares. Co TR

Revenue Management

i s
Revenue management 1s‘ process that helps enable us to maximize passenger revenues by flight,

by market and across our entire network. Our; revenue management team strives to increase our

overall average fare through optimizing our fare mix while contmumg to provide our customers with

.low fares and, in certain markets, by using our network to, maximize connectmg opportunities.. “

v r .
P V- i ooy

We determine the numbert of seats offered at each fare through a continual process of forecasting,
optimization and competitive analysis. Generally, in established markets we use past booking history-
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and seasonal trends to forecast anticipated demand. We combine these historical forecasts with current
bookings, upcoming events, compentlve pressures and other pertinent factors.to establish a |mlx of
fares that is designed to maximize revenue. This ability to adjust seat allocations based on ﬁuctuatmg

. demand patterns allows us to balance loads and capture more revenue from existing capamty During
2006, we modified our revenue management practices to price our 1nvent0ry to achieve a hizher yield
while relmqulshmg some of our load factor. While we continue to provide ‘our customers w1th
competitive fares, partlcularly in light of recent reductions in domestic capacity across the mclustry, ‘
our yield for the year ended December 31, 2006 1ncreased 19% compared to 2005, primarily|as a result
of our efforts at fare optlmlzanon

People .

We believe that one of the factors differentiating us from our competitors is the high quality
service provided to our customers by our employees, whom we refer to as crewmembers. Experience
indicates that our customers return not only beécause we offer low fares, but also because we provide
them with a more enjoyable air travel experience. Hiring the best people and treating them ‘as we
expect our customers to be treated are essential to achieving this goal.

We believe that we carefully select; train and maintain a flexible and diverse workforce of caring,
passionate, fun and friendly people who want to' provide our customers. with the best flying experience
possible. Our hiring process is rigorous and includes behavioral interviews and peer assessmn:snts. We
assist our empioyees by offering them flexible work hours, initial paid training, a uniform allowance
and benefits. We also provide extensive training for our pilots, flight attendants, technicians, |airport
agents, dispatchers and reservation agents which emphasizes the importance of safety. We provide
leadership training for all supervisors and managers, with the active participation of our senior
management, 1o help ensure. that we have the right leaders in place across our organization *o
maintain our unique company culture and commitment to our customers. Effective and frequent
communication throughout the organization is fostered through periodic employee satisfaction surveys,
a quarterly magazine, active leadership participation in new hire orientations and monthly open
meetings, called “pocket sessions”, which are videotaped and posted on our intranet.

An important part of our business plan is to reward our employees by providing them vith the
ability to align their personal successes with those of JetBlue. Our compensation packages include
competitive salaries, wages and benefits, profit sharing and an employee stock purchase plan! In '
addition, a significant number of our employees, including FAA-licensed employees, participate in our
stock- 0pt10n plan. We review our compensation packages on a regular basis in an effort to ensure that
we remain competitive and are able to hire and retain the best people possible,

We enter into individual employment agreernents with each of our FAA-licensed employees,
which consist of pilots, dispatchers and technicians. Each employment agreement is for a teri‘n of five
years and automatically renews for an additional five-year term unless either the employee or we elect
not to renew it by giving notice before the end of the relevant term. Pursuant to these agreements,
these employees can only be terminated for cause. In the event of a downturn in our busine:f;s that
would require a reduction in work hours, we are obligated to pay these employees a guaranteed level
of income and to continue their benefits. In addition, in the event we are sold to or consolid.-'ate with -
another company, we must request that the successor company place these employees on a
preferential hiring list. If such employees are not hired by the successor company, in some cases they
will be entitled to a severance payment of up to one year’s salary.

None of ocur employees are currently unionized. In May 2006, the International Assomauon of
Machinists and Acrospace Workers, filed a petition with the National Mediation Board, or NMB
seeking to represent our ground operations, provisioning and related-position employees. In July 2006,
the NMB dismissed the petition because the minimum namber of employees in the targeted |group did
not support holding an election. We believe that a direct relationship ‘with JetBlue leadershll: and not
third-party representation, is in the best interests of our employees.

Our full-time equivalent employees at December 31, 2006 consisted of 1,545 pilots, 2,082;. flight
attendants, 2,546 airport operations personnel, 426 technicians, whom others refer to as mechanics,

10




736 reservation agents, and 2,180 management and other personnel. At December 31, 2006, we
employed 8,393 full-time and 2,231 part-time employees. | ‘

Maintenance

We have an FAA-approved maintenance program, which is administered by our technical
operations department. Consistent with our core value of safety, we hire qualified maintenance
personnel, provide them with comprehensive training and maintain our aircraft and associated
maintenance records in accordance with FAA regulations. ‘ ‘

The maintenance performed on our aircraft can be divided into three general categories: line
maintenance, maintenance checks, and component overhaul and repair. Line maintenance consists of -
routing daily and weekly scheduled maintenance checks on our aircraft, including pre-flight, daily,
weekly and overnight checks, and any diagnostics and routine repairs. Although the majority of our
line maintenance is performed by our own technicians, we also subcontract our line maintenance to
third-party organizations. '

Maintenance checks consist of more complex inspections and servicing of the aircraft that cannot
be accomplished during an overnight visit. These checks occur at least every 15 months and can range
in duration from a few days to approximately a month, depending on the magnitude of the work
prescribed in the particular check. We use Air Canada and TACA, in El Salvador, to perform our
maintenance checks under the oversight of our personnel. In addition, in December 2006, we entered
into an agreement with Empire Aero Center in Rome, New York to provide heavy maintenance
support for up to 12 Airbus A320 aircraft in 2007. '

Component overhaul and repair involves sending engines and certain parts, such as landing gear
and avionics, to third party FAA-approved maintenance repair stations for repair or overhaul. We
have a ten-year service agreement with MTU Maintenance Hannover GmbH for the. scheduled and
unscheduled repair of our Airbus A320 aircraft engines. We also have separate long-term
arrangements with other service providers for various airframe compornent repairs. -

L}

Aircraft Fuel '

In 2006, fuel costs continued to'be our largest operating expense due to high average fuel prices.
Fuel prices and availability are subject to wide price fluctuations based on geopolitical factors and
supply and demand that we can neither control nor accurately predict. We use a third party fuel
management service to procure our fuel. Our fuel consumption and costs were: |

Year Ended December 31,

2006 2005 2004
Gallons consumed (mﬂhons) ................. i 377 303 1241
Total cost (millions) ..........ccovvnvrnnn... $ 752 $ 488 § 255
Average price per gallon ...... e 8§19 $ 1.61 $ 1.06 '
Pércent of operating expenses. .......... PR - 33.6% 29.5% 221% ‘

Total cost and average price per gallon each include fuel hedging gains (losses) and exclude taxes
and fueling services. : .

ad

We have a fuel hedging program under which we enter into crude and heating oil option
contracts and swap agreements to ensure we achieve a minimum targeted hedge position of
approximately 30% of our expected consumption for the next twelve months at any given time to
partially protect against significant increases in fuel prices. At December 31, 2006, we had hedged
approximately 38% of our projected 2007 fuel requirements.

LiveTV, LLC

LiveTV, LLC, a wholly owned subsidiary of JetBlue, provides in-flight entertainment systems for
commercial aircraft. LiveTV’s assets include certain tangible equipment installed on its customers:
aircraft, spare parts in inventory, an air-to-ground spectrum license granted by the Federal .
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Communications Commission, or FCC, and rights to all the patents and intellectual property jused for
live in-seat satellite television, XM Satellite Radio service, wireless aircraft data link service, cabin
surveillance systems and Internet services. LiveTV’s major competitors include Rockwell Collms
Thales Avionics Aircell and Panasonic Avionics. Except for Panasonic, none of these competltors is
currently providing in-seat live television.

LiveTV has contracts wnth six other domestic and international airlines for the sale of certain
hardware and instatlation, programming and maintenance of its live in-seat satellite television] as well
as XM Satellite Radio Service and certain other products and services. LiveTV continues to }I:;ursue
additional customers.

Government Regulation : ‘ '

General. 'We are subject to regulation by the DOT the FAA, the TSA and other governmental
agencnes The DOT prlmarlly regulates economic issues affecting air service, such as certification and
fitness, insurance, consumet protection and competitive practices. The DOT has the authontff to
investigate and institute proceedings to enforce its economic regulations and may assess civil {penalties,
revoke operating authority and seek criminal sanctions. In February 2000, the DOT granted us a
certificate of public convenience and necessuy authorizing us to engage in air transportation within the
United States, its territories and possessions.

The FAA primarily regulates flight operations and, in particular, matters affecting air safety, such
as airworthiness requirements for aircraft, the licensing of pilots, mechanics and dispatchers, 4ind the
certification of flight attendants. The civil aviation security functions of the FAA were transferred to
the TSA under the Aviation Security Act. The FAA requires each airline to obtain an opera'ting
certificate authorizing the airline to operate at specific airports using specified equipment. We have
and maintain FAA certificates of alrworthmess for all of our aircraft and have the necessary |FAA
authority to fiy to all of the cities that we currently serve.

Like all U.S. certified carriers, we cannot fly to new destinations without the prior authcl-rization'
of the FAA. The FAA has the authority to modify, suspend temporarily or revoke permanently our
authority to provide air transportation or that of our licensed personnel, after providing noti;:e and a
hearing, for failure to comply with FAA regulations. The FAA can assess civil penalties for such -
failures or institute proceedings for the imposition and collection of monetary fines for the v'iolation of
certain FAA regulations. The FAA can revoke our authority to provide air transportation on an
emergency basis, without providing notice and a hearing, where significant safety issues are ilnvolved.
The FAA monitors our compliance with maintenance, flight operations and safety regulations,
maintains onsite representatwes and performs frequent spot inspections of our aircraft, employees and
records.

The FAA also has the authority to issue maintenance directives and other mandatory or ders
relating to, among other things, inspection of aircraft and engines, fire retardant and smoke detectlon
devices, increased security precautions, collision and windshear avoidance systems, noise abatement .
and the mandatory removal and replacement of aircraft parts that have failed or may fail in the
future.

We believe that we are operating in material compliance with DOT, FAA and TSA regulatlons
and hold all necessary operating and airworthiness authorizations and certificates. Should any of these
authorizations or certificates be modified, suspended or revoked, our business could be mate'rially
adversely affected - , ,

: ¢

The TSA operates under the Department of Homeland Security and is responsible for (Illl civil’
aviation security, including passenger and baggage screening, cargo security measures, airport security,
assessment and distribution of intelligence, and security research and development. The TSA also has
law enforcement powers and the authority to issue regulations, including in cases of national
emergency, without a notice or comment period.

Environmental. We are subject to various federal, state and local laws relating to the [:Inroteetion
of the environment, including the discharge or disposal of materials and chemicals and the regulation
of aircraft noise, which are administered by numerous state and federal agencies.
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The Airport Noise and Capacity Act of 1990 recognizes the right of airport operators with special
noise problems to implement local noise abatement procedures as long as those procedures do not
interfere unreasonably with the interstate and foreign commerce of the national air transportation
system. Certain airports, including San Diego and Long Beach, have established restrictions to limit
noise, which can include limits on the number of hourly or daily operations and the time of such
operations. These limitations serve to protect the local noise-sensitive communities surroundmg the
airport. Our scheduled ﬂlghts at Long Beach and San Dlego are in compliance with the noise curfew
limits, but when we, expenence 1rregular operations, on occasion we violate these curfews. We have
agreed to a payment structure with the Long Beach City Prosecutor for any violations, which we pay
quarterly to the Long Beach Public Library Foundation and are based on the number of infractions in
the preceding quarter. This local ordinance has not had, and we believe,that it will not have, a
negative effect on our operatlons

Airport Access.  At-the end of 2006, the ngh Dens1ty Rule, estabhshed by the FAA in 1968 to
limit the number of scheduled flights at JFK from 3:00 p.m.-to 7:59 p.m., expired. As a result, like
nearly every other airport, the number of flights:at JFK is no-longer regulated and airlines are able to
schedule flights without restrictions. While the High Density Rule was also lifted at LaGuardia, where
we maintain a small presence, it was immediately replaced by-the FAA with a temporary rule
continuing the strict limitations on operatlons during the hours of 6:00 a.m. to 9:59 p.m. This rule is
scheduled to | explre in laté 2007 upon the enactment of a permanent rule restructurlng the rights of
carriers to operate at LaGuardia. Under the current rule; our operations remain unaffected. Should
new rules be implemented in whole or in part, our ability to maintain a full schedule at .aGuardia
would likely be impacted. :

Long Beach Municipal. Alrport is a slot- controlled airport as a result of a 1995 court settlement.
A slot is an authorization to take off or land at a.designated airport within a specified time period.
Under the settlement, there are a total-of 41 daily non-commuter departure slots and a single slot is
required for every commercial departure. There are no plans to eliminate slot restrictions at the Long
Beach Municipal Airport. In April 2003, the FAA approved a settlement agreement among the City
of Long Beach, American Airlines, Alaska Airlines and JetBlue with respect to the allocation of the
slots, which also provides for a priority allocation procedure should supplemental slots above the
41 current slots become available. We have 28 slots available for use and currently operate
25 weekday roundtrlp flights from Long Béach Mun1c1pal Airport to nine domesne cities.

Foreign Operattons. -International air transportation is subject to extensive government
regulation. The availability of international routes to U.S. carriers is regulated by treaties and relatéd
agreements between the United States and foreign governments. We currently operate international
service to The Bahamas the Dominican.Republic, Bermuda, Aruba and Mexico. To the extent we .
seek to provide air transportation 1o additional 1nternat10nal markets in the future, we will be
required to obtain necessary authorlty from the DOT and the applicable forelgn government.

Foreign Ownership. Under federal law and the DOT regulations, we must be controlled by
United States citizens. In this regard, our president and at least two-thirds of our board of directors
must be United States citizens and not more than 25% of our outstanding common stock may be
voted by non-U.S. citizens. We are currently i m comphance with these ownershlp provisions. i

Other Regulatwns All air carriers are also subject,to-certain provisions of the Communications
Act of 1934 because of their extensive use of radio and other communication facilities, and are
required to. obtain-an aeronautical radio license from the FCC. To the extent we are subject to FCC
requirements, we will take all necessary steps to comply with those requirements. Qur labor relations
are covered under Title I of the Railway Labor Act of 1926-and are subject to the jurisdiction of the
National Mediation Board. In addition, during periods of fuel scarcity, access to aircraft fuel may be
subject to federal allocation regulations. We-are-also subject to state and local laws and regulations at
locations where we operate and the regulatlons of various local authorities that operate the alrports
we serve.

h L ' e o A vt ' v
Civil Reserve Air Fleet. 'We are a participant in’the Civil Reserve Air Fleet Program which
permits the United States Department of Defense to utilize our aircraft during national emergencies

when the need for military airlift exceeds the capability of military aircraft. By participating in this
program, we are eligible to bid on-and be awarded peacetime airlift contracts with the military. ;
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ITEM 1A. RISK FACTORS co,
Risks Related to JetBlue - C

We operate in an extremely competitive industry. . . ‘

The domestic airline industry is charactérized by low profit margins, high fixed costs and
significant price competition. We currently compete with other airlines o1 all of our routes. Many of
our competitors are larger and have greater financial resources and name recognition than th‘ do,
Following our entry into new markets or expansion of existing markets, some of our competltors have
chosen to add service or engage in extensive price competition. Unanticipated shortfalls in. expected
revenues as a result of price competition of in the number of passengers carried would negatively
impact our financial results and harm our business. As we continue to grow, the extremely co'mpetltwe
nature of the airline industry could prevent us from attaining the level of passenger traffic or
maintaining the level of fares required to maintain profitable operations in new and existing markets
and could impede our growth strategy, which would harm our business. Additionally, if a tradmonal
network airline were to fully develop a low cost structure, our busmess could be materially adversely
affected. Vor e Co

Qur business is highly dependent on the pnce and ava:labthty of fuel. t

Fuel costs, which have been at’ unprecedented high levels, compnse a substantial portlon' of our
total operating expenses and is our single largest operating expénse. Our average fuel price mcreased
24% in 2006, which has adversely affected our operating results. Historically, fuel costs have been
subject to wide prlce fluctuations based on geopolitical factors and supply and démand. The l
availability of fuel is dependent on oil refining capacity. When even a small amount of the domestic or
global oil refining capacity becomes unavailable, such as during the 2005 hurricane season, su'pply
shortages can result for extended periods of time. Availability is also affected by demand for |home
heating oil, gasoline and other petroleum products. Because of the effect of these factors on the price
and avaﬂablllty of fuel, the cost and future avallabtllty of fuel cannot be predicted with any degree of
certainty. - :

Our aircraft fuel purchase agreements do not protect us against pnce increases or guarantee the
availability of fuel. Additionally, some of our competltors may have more leverage than we do in .
obtaining fuel. To pamaily protect against 51gn1ﬁcant increases in fuel prices, we utilize a fuel hedging
program under which we enter into crude or heating oil option contracts or swap zalgreementsI
however, our fuel hedging program does not completely protect us against prlce increases and is
limited in volume and duration. - ca

Due to the competitive nature of the domestic airline industry,'we have not been able to
adequately increase our fares when fuel pnces have risen and we may not bé able o do so in the
future. Continued high fuel costs, further price increases or fuel supply shortages’ may result i Jln a
curtailment of scheduled services and ‘would have ‘a material adverse effect on our ﬁnanmal condition
and results of operations. : - : -

If we fail to succes.sfully :mplement our growth stmtegy, our busmess could be harmed.

We have grown, and expect to continiie to grow our business by i mcreasmg the frequencv of
flights to markets we currently serve, expanding the number of markets we serve and mcreasmg flight
connection opportunities. Increasing the number of markets we serve depends on our ability lto access
suitable airports located in our targeted geographic markets in a manner that.is consistent w1th our
cost strategy. We may also need to obtain additional gates at some of our existing' destlnattonls Any -
condition that would deny, limit or delay our access to airports we currently serve or may see -k to
serve in the future would constrain our ability to grow. Opening new markets ’rec‘luires us to commit a
substantial amount of resources, even before the new services commence. Expansion is also ctependent
upon our ability to maintain a safe and secure operation and will require. additional. personne]
equipment and facilities. An inability to hire and retdin personnel, timely:secure the required
equipment and facilities in a cost-effective manner, efficiently operate our-expanded facilities! or
obtain the necessary regulatory approvals may adversely. affeet our ability to achieve our growth
strategy, which could harm our busmess .

Due primarily to higher fuel prices, the competltlve pricing env1r0nment and other cost 1ncreases
it had become increasingly difficult to fund our growth. proﬁtably As a result, in 2006 we modified our
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growth plans by reducing the number of Airbus A320 aircraft and EMBRAER 190 aircraft to be
delivered through 2010 and selling five Airbus A320 aircraft. We may further reduce our future
growth plans from previously announced levels. In addition, our competitors often add service, reduce
their fares and/or offer special promotions following our entry into a new market. We cannot assure
you that we will be able to profitably expand our existing markets or establish new markets and if we
fail to do so, our business could be harmed. -

We have a significant amount of fived obligations and we will incur sr‘gniﬁcamly‘ more fixed
obligations, which could harm our abduy fo meet our gmwth strategy and impair our abdzty to service
our fixed obligations. .

As of December 31, 2006, our debt of $2.84 billion accounted for 75% of our total capitalizaiion.
In addition to long-term' debt, we have a significant amount of other fixed obligations under leases
related to our ‘aircraft, airport terminal space, other airport facilities and office space. As of
December 31, 2006, future minimum payments under noncancelable leases and other financing
obligations were approximately $1.07 billion' for 2007 through 2011 and an aggregate of $2.13 billion -
for the years thereafter. We have commenced construction of a new terminal at JFK under a 30-year
lease with the PANYNIJ. The minimum payments under- this lease will be accounted for asa ﬁnancmg
obllgatlon and have been included above '

As of December 31 2006, we had commltments of approxnmately $5.71 billion to purchase
160 additional aircraft and other flight equipment over the next eight years, 1nc1ud1ng estimated
amounts for contractual price esca]atlons We will incur additional debt and other fixed obligations as
we take delivery of new aircraft and other equipment and continue to expaid into new markets. We
typically finance our aircraft through either secured debt or lease financing. Although we believe that
debt and/or lease financing should be available for our aircraft deliveries, we cannot assure you-that
we will be able to secure such ﬁnancmg on terms acceptable to us or at all

Our high level of debt and other fixed obligations could:

r,

'« impact.our ability to obtain addnt;onal financing to support capltal expansion plans and for
working capital and other purposes on acceptable terms or at all; . “

e divért substantial cash flow from our operations and expansion plans in order to service our
fixed obligations;

 require us to incur significantly more interest or rent expense than we currently do, since
most of our debt has ﬁoatmg 1nlerest rates and five of our alrcraft leases have vanable rate
" rent;and - : ‘

¢ placeusata p0551ble competitive disadvantage compared to less leveraged competitors and
competitors that have better access to capital resources.

Our ability to make scheduled payments on our debt and other fixed obligations will depend on
our future operating performance and cash flow, which in turn will depend on prevailing economic
and political conditions and financial, competitive; regulatory, business and other factors, many of
which are beyond our control. We have no lines of credit, other than two short-term borrowing
facilities for certain aircraft predelivery deposits. We are dependent upon our operating cash flows to
fund our operations and 1o make scheduled payments on debt and other fixed obligations. We cannot
assure you that we will be able to generate sufficient cash flow from our operations to pay our debt
and other fixed obligations as they become due, and if we fail to do so our business could be harmed.
If we are unable to make payments on our debl and other fixed obligations, we could be forced to
renegotiate those obligations or obtain additional equity or other forms of financing. To the extent we
finance our activities with,additional debt, we may become subject to financial and other covenants
that may restrict our, ability to pursue our growth strategy. We cannot assure you that our
renegotiation efforts would be successful or timely or that we could refinance our obllganons on
acceptable terms, if at all.

. We may be subject to umomzanon, work stoppages, slowdowns or increased labor costs.

Our business is labor intensive, with labor costs representing approximately one-fourth of our
operating expenses. Unlike most airlines, we have a non-union workforce, although in 2006 we were
subject to an unsuccessful unionization attempt by a group of our airport-based employees. The.
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unionization of any our employees could result in demands that may increase our operating expenses
and adversely affect our financial condition and results of operations. Any of our different employee
groups could unionize at any time and require separate collective bargaining agreements. If a'ny group
of our employees were to unionize and we were unable to reach agreement on the terms of thelr
collective bargaining agreement or we were to experience widespread employee dxssansfactlon we
could be subject to work slowdowns or stoppages. In addition, we may be subject to dlsruptlc-ns by
organized labor groups protesting our non-union status. Any of these events would be dlsrupuve to
our operations and could harm our business.

We rely on rnaimaim'ng a higlt daily aircraft utilization rate to keep our costs [ou'r, which makes us
especially vuinerable to delays.

We maintain a high daily aircraft utilization rate, which is the amount of time that our alrcraft
spend in the air carrymg passengers. High daily aircraft utilization allows us to generate more revenue
from our aircraft and is achieved in part by reducmg turnaround times at airports so we can ﬂy more ,
hours on average in a day. Aircraft utilization is reduced by delays and cancellations from various
factors, many of which are beyond our control, including adverse weather conditions, securltyl
requirements, air traffic congestion and unscheduled maintenance. Our operations are concentrated in.
the Northeast and Florida areas, which are particularly vulnerable to weather and congestion|delays..
Reduced aircraft utilization may limit our ability to achieve and maintain profitability as wellfas lead
to customer dissatisfaction.

Our business is highly dependent on the New York metropohtan market and lncreaser in coinpetition
or a reduction in demand for air travel in this market would harm our business.

We maintain a large presence in the New York metropohtan market, with approximately| 1% of
our daily flights having JFK, LaGuardia, Newark or Stewart as either their destination or origin. Our
business could be harmed by an increase in the amount of direct competition we face at JFK .
LaGuardia, Newark or Stewart or by an increase in congestion or deIays Our business would be
harmed by any circumstances causing a reduction in demand for air transportation in the Ne\lv York
metropolitan area, such as adverse changes in local economic conditions, negative public perception of
New York City, additional terrorist attacks or significant price increases linked to increases in' airport
access costs and fees imposed on passengers. As a result, we remain highly dependent on the| New
York metropolitan market.

We rely heavily on automated systems to operate our business and any failure af these systems could
harm our business.

We are 1ncreas1ngly dependent on automated systems and technology te operate our busllness
enhance customer service and achieve low operating costs. These systems include our computerized
airline reservation system, flight operations system, telecommunications systems, website, mamtenance
systems, check-in kiosks and in-flight entertainment systems. Since we only issue electronic tn,kets our
website and reservation system must be able to accommodate a high volume of traffic and dehver
important flight information. During 2007, we plan to replace or upgrade several of these cntlcal
systems. Replacing or upgrading systems involves implementation and other risks and our business
may be harmed if we fail to replace or upgrade systems successfully,

The performance and reliability of our automated systems is critical to our ability to operate our
business and compete effectively. These systems cannot be completely protected against events that
are beyond our control, including natural disasters, computer viruses or telecommunications failures.
Substantial or sustained system failures could impact customer service and result in our customers
purchasing tickets from another airline. We have implemented security measures and change lcontrol
procedures and have disaster recovery plans; however, we cannot assure you that these meastires are
adequate to prevent disruptions, which, if they were to occur, could result in the loss of important
data, increase our expenses, decrease our revenues and generally harm our busmess

i

Our maintenance costs will increase as our fleet ages. '

Because the average age of our aircraft is 2.6 years, our aircraft require less maintenance now
than they will in the future. We have incurred lower maintenance expenses because most of Ihe parts
on our aircraft are nnder multi-year warranties. Our maintenance costs will increase sngnlﬁcantly, both
on an absolute basis and as a percentage of our operating expenses, as our fleet ages and these
warranties expire. . : o !
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 If we fail to successfully take delivery of and operate reliably the new EMBRAER 190 arrcraﬂ we
agreed to purchase, our business could be harmed.

Acquisition of a new type of aircraft, such as the EMBRAER 190, which we initially placed into
revenue service in November 2005, involves a variety of risks relating to its ability to be successfully
placed into service, including delays in meeting the agreed upon delivery schedule and the inability of
the aircraft and ali of its components to comply with agreed upon specifications and performance
standards. We have experienced and may continue to experience lower reliability than we expect in
our operation of this aircraft. If we fail to successfully take dehvery of and operate rellably the new
EMBRAER 190 aircraft, our business could be harmed.

If we are unable to artract and retain qualified personnel or fa:l to maintain our company culture,
our business could be harmed. :

We compete against the other major U.S. airlines for pilots, mechanics and other skilled labor
and some of them offer wage and benefit packages that exceed ours.-We may-be required to increase
wages and/or benefits in order to attract and retain qualified personnel or risk considerable employee
turnover. If we are unable to hire, train and retain qualified employees, our business could be harmed
and we may be unable to complete our growlh plans

In addition, as we hire more people and grow we believe it may be mcreasmg]y ¢hallenging to
continue to hire people who will maintain our company culture. One of our competitive strengths is
our service-oriented company culture that empha51zes friendly, helpful, team-oriented and
customer-focused employees. Our company culture is important to providing high' quality customer
service and having a productive workforce that helps keep our costs low. As we grow, we may be
unable to identify, hire or retain enough people who meet the above criteria, mcludmg those in
management or other key positions. Our company cuiture could otherwise be adversely affected by
our growing operations and geographic dwer51ty If we fail to maintain the strength of our company
culture, our competitive ability and our busmess may be harmed

Our results of operations will fluctuate. )

We expect our quarterly operating results to fluctuate due to price changes in aircraft. fuet as well
as the timing and amount of maintenance and advertising expenditures. Seasonality also impacts our
operations, with high vacation and leisure demand occurring on the Florida routes between October
and April and on our western routes during the summer. Act:ons of our competitors may also
contribute to fluctuations in our results. We are more susceptlble to adverse weather conditions, -
including snow storms and hurricanes, as a result of our operations being concentrated on the East
Coast, than are some of our competitors. As we enter new markets, we could be subject to addltlonal

'seasonal variations along with any compentwe responses to our entry by other airlines. As a result of
these factors, quarter-to-quarter comparlsons of our operalmg results may not be a good indicator of
our future performance. In addition, it is possible that in any future périod our operating results could
be below the expectatlons of investors and any published reports or analyses regarding JetBlue. In
that event, the price of our common stock could decline, perhaps substantially.

We are subject to the risks of having a limited number of suppliers for our aircraft, engines and a key
component of our in-flight entertainment system. .

Our current dependence on two types of aircraft and engines for all of our ﬂlghts makes us
vulnerable to any problems associated with-the Airbus A320 aircraft or the IAE International Aero
Engines V2527-A5 engine and the EMBRAER 190 aircraft or the General Electric Engines CF-34-10
engine, including design defects, mechanical problems, contractual performance by the manufacturers,
or adverse perception by the public that would result in customer avoidance or in actions by the FAA
suspendmg or otherwise restricting our ability to operate our aircraft, any of which could harm our
business, Carners that operate a more dlver51ﬁed fleet are better positioned than we are to manage
such events.

1. '
:

One of the unique features of our fleet is that every seat in each of our aircraft is equ1pped wnh
free LiveTV. An integral component of the system’is the antenna, which is supplied to us by EMS
Technologies, Inc. If EMS were to stop supplying us with its antennas for any reason, we would have
to incur significant costs to procure an alternate supplier.
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Our reputation and financial results could be harmed in the event of an accident or incident,
involving our aircraft. )

An accident or incident involving one of our aircraft, or an aircraft containing LiveTV equipment,
could involve significant potential claims of injured passengers or others in addition to repair or
replacement of a damaged aircraft and its consequentlal temporary or permanent loss from se'rvme
We are requlred by the DOT to carry liability insurance. Although we believe we currently maintain
liability insurance in amounts and of the type generally consistent with industry practice, the amount
of such coverage may not be adequate and we may be forced to bear substantial losses from "m
accident. Substantial claims resulting from an accident in excess of our related insurance cove1age
would harm our business and financial results. Moreover, any aircraft accident or incident, even if fully
insured, could cause a public percéption that'we are less safe or reliable than'other aitlines, which
would harm our business.

Risks Associated with the Airline Industry

The airline industry has incurred significant losses resulting in airline restructurings, bankruptcies
and consolidations, which could result in changes in our industry. .

Through 2005, the domestic airline industry, as a whole, reported five consecutive years of losses,
which caused fundamental and permanent changes in the industry. These losses have resulted i in
airlines renegotiating or attempting to renegotiate labor contracts, reconfiguring flight schedulc-

- furloughing or terminating employees, as well as consideration of other efficiency and cost- cuttmg
measures. Despité these actions, several airlines have reorganized under Chapter 11 of the U.$
Bankruptcy Code to permit them to reduce labor rates, restructure debt, terminate pension plans and
generally reduce their cost structure. Additionally, in 2005 and 2006, the U.S. airline industry has .
experienced consolidation and, in the fourth quarter of 2006, there ‘were reports of potential further
consolidation in the 1ndustry Itis foresecable that further airline reorganizations, bankruptc:1es or
consolidations may occur, the effects of which we are unable to predict. We cannot assure you|that the
occurrence of these events, or potential changes resulting from these events, will not harm our,
business or the industry. . . .

A future act of terrorism, the threat of such acts or escalanon of U.S. military involvement overseas
could adversely affect our industry. . . ,

Even if not directed at the airline industry, a future act of terrorism, the threat of such acts or
escalation of U.S. military involvement overseas could have an adverse effect on the airline mdustry
In the event of a terrorist attack, the industry would likely experience significantly reduced demand.
We cannot assure you that these actions, or consequences resulting from these actions, will not{harm .
our business or the industry.

Changes in government regulations imposing additional requirements and restrictions on our
operations or the U.S. government ceasing 1o provide adequate war risk insurance could increase our
operating costs and result in service delays and disruptions. :

N

Airlines are subject 1o extensive regulatory and legal requirements, both domestically and
internationally, that involve significant compliance costs. In the last several years, Congress has passed
laws, and the DOT, FAA and the TSA have issued regulatlons relating to the operatlon of airlines
that have required significant expenditures. We expect to continue to incur expenses in connection
with complying with government regulations. Additional laws, regulations, taxes and airport rat'les and
charges have been proposed from time to time that could significantly increase the cost of airlir'le
operanons or reduce the demand for air travel. If adopted, these measures could have the effect of
raising ticket prices, reducmg revenue and increasing costs. We cannot assure you that these and other
laws or regulations enacted-in the future will not harm our business.

The U.S. government currently provides insurance coverage for certain claims resulting from acts
of terrorism, war or similar events. Should this coverage no longer be offered, the coverage thai would
be available to us through commercial aviation insurers may have substantially less desirable ternis,
result.in higher costs and not be adequate to protect our risk, any of which could harm our business.

ITEM 1B. UNRESOLVED STAFF COMMENTS ‘

None. 1y
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ITEM 2. PROPERTIES

Aircraft

As of December 31, 2006, we operated a fleet consisting of 96 Airbus A320 aircraft ;Sowered by
two IAE International Aero Engines V2527-A5 engines and 23 EMBRAER 190 alrcraft powered by
two General Electric Engines CF-34-10 engines, as follows:

S Seating Capital Operating =~ * ° Average Age
Adireraft ; Capacity Owned Leased Leased Total __in Years
Airbus A320...0 ... ... ..., 156 (1) 69 2 25 9% - 31
EMBRAER 190 ............... 100 A — 22° 23 0.7
Totals. . ... ... ... ... .. 70 2 47 119 2.6

(1) We have completed the modification to remove one row of seats from our Airbus A320 aircraft,
reducing seating capacity to 150 seats. : ‘

Qur aircraft leases have an average remaining initial lease term of approximately 14 years at
December 31, 2006. The earliest of these terms ends in 2009 and the latest ends in 2024. We have the
" option to extend most of these leases for additional periods or to purchase the aircraft at the end of
the lease term. All 70 of our owned aircraft and our 15 owned spare engmes are subject to sccured '
debt financing.

As of December 31, 2006, we had on order 160 aircraft, which are scheduled for delivery through
2014 on a relatively even basis during each year, with options to acquire 148 aircraft as follows:

Firm ' Option

‘ End of Year End of Year

. Airbus EMBRAER . Cumulative Airbus EMBRAER Cumulative
Year A320 190 Total Fleet(1) A320 190 Total Fleet(2)
2007 12 0 . 141 — = " 141
2008 12 10 163 — .5 © 168
2009 16 10 189 4 8 .. 206
2010 18 10 217 4 9 247
2011 18 10 245 6 11 292
2012 6 11 262 16 12 337
2013 — 11 - 273 18 14 380
2014 - 6 279 — 21 407
2015 — — 219 — 20 427

82 78 48 100

(1) The total fleet included in the table above may decrease as we consider additional aircraft sales,
assignments and/or leases.

(2) Assumes all options are exercised.

Facilities

We occupy all of our facilities at each of the airports we serve under leases or other occupancy
agreements. Our agreements for terminal passenger service facilities, which include ticket counter and
gate space, operations support area and baggage service offices, generally have terms ranging from
less than one year to five years, and contain provisions for periodic adjustments of rental rates. We
also are responsible for maintenance, insurance, utilities and certain other facility-related expenses and
services. We have entered into use arrangements at each of the airports we serve that provide for the
non-exclusive use of runways, taxiways and other airport facilities. Landing fees under these
agreements are typically based on the number of landings and the weight of the aircraft.
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Our principal base of operations is Terminal 6 at JFK, which is operated under a lease with the .-
PANYN]J that expired in November 2006 and we are in the process of negotiating an extension of this
lease into late 2008. In November 2005, we executed a lease agreement with the PANYNJ forlthe
construction and operation of a new Terminat 5 at JFK. Under the lease, JetBlue is resp0n51ble for
the construction, on behalf of the PANYNJ of a 635,000 square foot 26-gate terminal connected to
the historic Saarinen Building, a parkmg garage, roadways and an AirTrain Connector, all of which
are expected to be completed in late 2008. The lease term ends on the earlier of the thirtieth
anniversary of the date of beneficial occupancy of the new terminal or November 21, 2039. We have a
one-time early termination option five years prior to the end of thie scheduled lease term. We :w111
continue to operate out of our existing facilities at Terminal 6 and a temporary seven gate fac111ty on
the Terminal 5 site, which became operational in June 2006, until our new terminal is completed

Our West Coast operations are based at Long Beach Municipal Airport, which serves the|Los
Angeles area. Our operations at Boston’s Logan International Airport are based at Terminal C, where
we currently operate seven gates and 20 ticket counter positions. In 2007, we anticipate that we will
add one gate in May and an additional gate in November at Logan. We plan to operate up to|11. total
gates and 28 ticket counter positions at this facility by the end of 2008. Our operations at
Washington’s Dulles International Airport are based at Terminal B, where we currently operate four
gates and eight ticket counter positions.

We lease a 70,000 square foot aircraft maintenance hangar and an adjacent 32,000 square [foot
office and warehouse facility at JFK to accommodate our technical support operations and p'a.l.senger
provisioning personnel. The ground lease for this site expires in 2030. In addition, we occupy a portion
of a building at JFK where we store aircraft spare parts and perform ground equipment maintenance.

We also lease a flight training center at Orlando International Airport, which encompasses 80,000
square feet and is equipped with six full flight simulators, two cabin trainers, a training pool,
classrooms and support areas. This facility, which is capable of housing eight full flight simulators, is
being used for the initial and recurrent training of our pilots and inflight crew, as well as support
training for our technical operations and airport crew. In addition, we lease a 70,000 square foot
hangar at Orlando International Airport, which is used by Live TV for the installation and
maintenance of in-flight satellite television systems and aircraft maintenance. The ground leases for
our Orlando facilities expire in 2035. '

Qur primary corporate offices are located in Forest Hills, New York, where we occupy space
under a lease that expires in 2012, and our finance department is based in Darien, Connecticut, where
we occupy space under a lease that expires in 2011. Our office in Salt Lake City, Utah, where jwe
occupy space under a lease that expires in 2014, contains a core team of employees who are
responsible for group sales, customer service and at-home reservation agent supervision, and credit
card fraud investigation.

ITEM 3. LEGAL PROCEEDINGS

In the ordinary course of our business, we are party to various legal proceedings and clauns which
we believe are incidental to the operation of our business. We believe that the ultimate outcorne of
these proceedings to which we are currently a party will not have a material adverse effect onl our
business, financial position, results of operations or cash flows.
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ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS )
No matters were submitted to a vote of our security holders during the fourth Eluarter of 2006.
EXECUTIVE OFFICERS OF THE REGISTRANT

Certain information concerning JetBlue’s executive officers as of the date of this report follows.
There are no_family relationships between any of our executive officers.

David Neeleman, age 47, is our Chief Executive Officer and is the Chairman of the Board. He has
served as our Chief Executive Officer and as a board member since August 1998. He has been our
Chairman of the Board since May 2003. Mr. Neeleman was a co-founder of WestJet and from 1996 to
1999 served as a member of Westlet’s board of directors, From October 1995 to October 1998,

Mr. Neeleman served as the Chief Executive Officer and a member of the board of directors of Open
Skies, a company that develops and implements airliné reservation systems and which was acquired by
the Hewlett Packard Company. From 1988 to 1994 Mr. Neeleman served as President.and was a
member of the board of directors of Morris Air Corporation, a low-fare airline that was acquired by
Southwest Airlines. For a brief period, in connection with the acquisition, he served on the Executive
Planning Committee at Southwest Airlines. From 1984 to 1988, Mr. Neeleman was an Execuuve Vice
President of Morris Air.

David Barger, age 49, is our President and Chief Operating Officer and has served in this capacity
since August 1998, He is also a member of our board of directors. From 1992 to 1998, Mr. Barger
served in various management positions with Continental Airlines, including Vice President, Newark
hub. He held various director level positions at Continental Airlines from 1988 to 1995. From 1982 to
1988, Mr. Barger served in various positions with New York Air, including Director of Stations.

Thomas Kelly, age 54, is our Executive Vice President and Secretary and has served in this
capacity since August 1998. From August 1998 until February 2003, he was also our General Counsel.
From December 1995 to October 1998, Mr. Kelly served as the Executive Vice President, General
Counsel and a member of the board of directors of Open Skies. From 1990 to 1994, Mr. Kelly served
as the Executive Vice President and General Counsel of Morris Air Corporation and served as a
member of the board of directors of Morris Air from 1991 to 1993.

John Harvey, age 41, is our Executive Vice President and Chief Financial Officer and has served
in this capacity since May 2006 when he was promoted from Senior Vice President of Corporate
Finance and Treasurer, a position he had held since March 2006. From January 2004 to March 2006,
he served as our Vice President of Corporate Finance and Treasurer. Mr. Harvey joined JetBlue in
1999 as Vice President and Treasurer, but in 2003 left JetBlue to become Senior Vice President of
SkyWorks Capital LLC, where he was responsible for aviation-related financing transactions, before
re-joining JetBlue in 2004. In 1999, Mr. Harvey was Vice President, Senior Portfolio Manager with
ABN AMRO Bank, where he managed a portfolio of airline clients. From 1990 to 1999, Mr. Harvey
also held positions of increasing responsibility for Southwest Airlines and America West Airlines in
both tax and treasury roles. Mr. Harvey is a Certified Public Accountant.

John Owen, age 51, is our Executive Vice President Supply Chain and Information Technology
and has served in this capacity since May 2006. Prior to serving in this capacity, Mr. Owen served as
our Executive Vice President and Chief Financial Officer since our inception in 1998, From
August 1998 to December 1998, Mr. Owen served as the Vice President for Operations Planning and
Analysis for Southwest Airlines.'From October 1984 to August 1998, Mr. Owen served as the
Treasurer for Southwest Airlines.

Trey Urbahn, age 48, is our Executive Vice President and Chief Revenue Officer and has served
in this capacity since November 2006. From January 2005 to October 2006, Mr. Uirbahn served as
Executive Chairman of OneSky Jets, a provider of on-demand private jet travel From January 2003 to
October 2004, Mr. Urbahn served as Chief Executive Officer of FareChase, Inc., a travel meta search
company. Mr. Urbahn was also a founding officer of priceline.com Incorporated, where he served as
Chairman, Travel Services from January 2002 to December 2003 and as President, Airlines from
January 2000 to December 2001.
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Holly Nelson, age 49,'is our Senior Vice President-and Controller and has served in this capacity
since March 2006. She served as our Vice Presment and Controller from February 2001 to
March 2006. From 1984 to 200] Ms. Nélson held 'senior financial managemenl positions with
Northwest Airlines, 1nclud1ng Director, Corporate Accounting and Reporting from August 1992 to
February 2001. Ms. Nelson is an inactive Certified Public Accountant.

Jim Hnat, age 36, is our Senior Vice President; General Counsel and Assistant Secretary and has
served in this capacity since March 2006. He served as our General Counsel and Assistant Secretary
from February 2003 to March 2006 and as our ‘Associate General Counsel from June 2001.to
January 2003. Mr. Hnat is-a member of the bar of New York and Massachusetts.

Rob Maruster, age 35, lS our ‘Senior Vice Pres:dent Airports and Operational Planning and has ' i
served in this capacity since February 2006 when he was promoted from Vice President Oper:imonal :
Planning, a position he had held since July 2005. From October 2004 to July of 2005, Mr. Maruster
served as Vice President Customer Service & Operations at Hartsfield-Jackson Atlanta Interriational
Airport. From early 2001 until his appointment as Vice President, he served in a variety of :
management roles relating to airport operations, procedures and technology Prior to that,

- Mr. Maruster held numerous leadership positions at Delta Air Lines in sales and marketing and
operations.

+

L . \
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PART I

ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY; RELATED STOCKHOLDER
MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES

Our common stock is traded on the Nasdaq Global Select Market under the symbol JBLU. The
table below shows the hlgh and low sales prices for our common stock, as adjusted for our .
Drecember 23, 2005 three for-two stock split. :

N __High Low

2005 Quarter Ended . - .
March 31 ... e $ 1564  $ 11.37
JUNE 30 . e e e - 15.63 o 12.04
September 30 . ... e e e 15.23 - 1139
December 31....................... e e 16.85 ©11.34
2006 Quarter Ended _ .

March 31 ..o . $ 14.91 $ 9.65
JUNE 30, oo e 12.92 8.93
September 30 ... 12.65 9.23

December 31. ... .. e e 15.60 9.15
As of January 31, 2007, there were approximately 600 holders of record of our common stock.

We have not paid cash dividends on our common stock and have no current intention of doing
s0, in order to retain our earnings to finance the expansion of our business. Any future determination
to pay cash dividends will be at the discretion of our Board of Directors, subject to applicable ‘
limitations under Delaware law, and will be dependent upon our results of operations, financial
condition and other factors deemed relevant by our Board of Directors.

-
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Performance Graph

.. This performance graph shall not be deemed “filed” with the SEC or subject to Section 18
Exchange Act, nor shall it be deemed mcorporated by reference in any of our filings under the

Act of 1933, as amended.

of the

S ecurities

‘The following line ‘graph compares the cumulative total stockholder return-on' our common stock
with the cumulative total return of the Standard & Poor’s 500 Stock Index and the' AMEX A'lrlme
Index for the period beginning on April 11, 2002, the date of our initial public offening, and endmg on
December 31, 2006. The comparison assumes the investment of $100 in our commeon stock and each

of the foregoing indices and reinvestment of all dividends.
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JetBlue Airways Corporation........ $100 $150 §$221
S&P 500 Stock Index............... 100 80 101
AMEX Airline Index () ........... 100 -39 62

(1) As of December 31, 2006, the AMEX Airline Index consisted of AirTran Holdings Inc.|
Air Group Inc., AMR Corporation, Continental Airlines Inc., ExpressJet Holdings Inc. ’

$194 §$1
110 1
60

92
13
55

$ 178
129
59

Alaska
Frontier

Airlines Holdings Inc., JetBlue Airways Corporation, Mesa Air Group Inc., SkyWest Inc.,

Southwest Airlines Co and UAL Corporation.
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[TEM 6 ﬁSELECTED -FINA'NCIAL D'ATA

“The followmg financialt 1nformat10n for the five years ended December 31, 2006 has been derived
from our consolidated financial statements. This information should be read in conjunction with the 1.
consolidated ﬁnanc1a] statements and related notes thereto included elsewhere:in this report.

¢

L i AR 7 » : N Year Ended December 31, - :
. . : - e 2006 2005 2004 2003 2002

srr T aa

. : (in millions, except per share data)
. Statements of Operations Data: s

Operating Tevenues ... ... i..o... .- e $ 2,363 $ 1,701 $ 1,265 $ 998 $ 635
Operating expenses: . o T A '
Salaries, wages and beneﬁts..,...ﬁ'...’. © 553 28 . 337, 267 . 162
Aircraft fuel ........ SO T ;752 488 255, 147 76
Landmg fees and other rents. et . 158 112 . 92 . 70 44
. Depreciation and amortization . . ... - 151 s, .7 , . 51 27
" Aircraftrent ........ B Gl 103 74 70 60 |, - 4
Sales and marketmg ..... e -, 104 81 '6J3 . 54 . .',44
. Mamtenance materials and repalrs. el 87 64 . - 45 .. 23 o 9
Other operating expenses (1).......:... 328 291 215 159 127
. ‘Total operating expenses (2) .....:...- 2236 . _ 10653 1,154 831 . 530,
Operatmg income. ....... . 12 48 11 ¢+ 167 . 105
Government compensation '(3) ....... - — —_ = 23 -
Other income (expense) ............. T .{(118) . (72)- (36) (16). . (1)
income (loss) before income taxes.... ... 9 (24) - 75 - 174 957
Income tax expense (benefit)......... e 10 4 v 29 L T1e v 4D
Net income (loss) ................. . $ (1 §$ (0 § 46 8§ 103 : . $ 55
Earnings (loss) per common share: 't " T . : : B
Basic........ooooviiii e $  — $(013) % 030 $ 07 $ 0.49
i Diluted................. DI SO $...— $(@013) § 028 $ 0.64 $.0.37
Other Financial Data: T S o .
Operating margin........ e .- 54% 2.8% 8.8% 168% ¢ 16.5%
Pre-tax margin ......... e e Y 04% (1.4)% 59% - 174%" . 15.0%
Ratio of earnings to fixed-charges (4) ..... i — e o 16xh Bdx ot 27x
Net cash provided by operating activities . § 274 $ 170 - $ 199" §.287: $ 217
" Net cash used in investing activities .. ... .. C(1,307)  (1,276) v (720) {987) -(880)
Net cash provtded by ﬁnancmg activities. . . 1,037 1,093 o« 437 0 .789 voor 657

(1) In 2006, we sold ﬁve Airbus A320 alrcraft wh1ch resulted in a gam of $12 m111l01’1
N 1l RN T LR S *,“""JL."'
(2) In 2005 we recorded §7 mllhon in.non- cash stock based compensatlon expense related to the
acceleration of certain employee stock options and wrote-off $6 million in development costs

relating to a maintenance and inventory tracking system that was not implemented.

(3) In 2003, we received $23 million in compensatlon under the Emergency War Time Supplemental
_-Appropriations Act.

" (4) Earnings were inadequate to cover fixed charges by $17 million and $39 million for the years
ended December 31, 2006 and 2005, respectively.

-25




Balance Sheet Data:
Cash, cash equivalents and mvestment

securities
Totalassets............................
Total debt ........ e e T
Common stockholders’ equity

Operating Statistics (unaudited): .

Revenue passengers (thouwsands)..........
Revenue passenger miles (millions)
Auvailable seat miles (ASMs)(millions). . ...
Load factor
Breakeven load factor (5)............ e
Aircraft utilization (hours per day)........

Average fare
Yield per passenger mile (cents) ..........
Passenger revenue per ASM (cents).......
Operating revenue per ASM (cents)
Operating expense per ASM (cents)
Operating expense per ASM, excluding

fuel {cents)
Airline operating expense per ASM

(cents) (5)

..........................

Departures
Average stage length (miles)
Average number of operating alrcraft
-during period
Average fuel cost per gallon
Fuel gallons consumed (millions)
Percent of sales through jetblue.com
during period
Full-time equivalent employees at
periodend (5)........................

(5) Excludes results of operatlons and employees of LiveTV, LLC, ‘which are unrelated to ou

*As of December 31,

2002

2006 2005 2004 2003 |
(in millions)
$ 699 $ 484 $ 450 $ 607 |$ 258
4,843 3892 2,797 2,185 1,379
2,840 2326 1,545 1,109 712
952 911 754 670 415
Year Ended December 31,
2006 2005 2004 2003 1 2002;.
18,565 14729 11,783 9012 |- 5752
23320 20200 15730 11,527 6.836
28594 23703 18911 ' (13639 | 8240
'81.6% 85.2% 83.2% 845% |  83.0%
81.4% 86.1% 779% - 72.6% 71.5%
12.7 ‘134 134 13.0 12.9
$ 11973 $ 11003 § 10349 § 107.09 [$ 106.95
9.53 8.02 775 837 | . 9.00
777 6.34 6.45- 7.08 1 . 7.47
8.26 7.18 669, 732 |- 1Mm
7.82 6.98 6.10 6:09 643
5119 492 475 sor | 531
776 6.91 6.04 6.08 - 6.43
159152 112009 90532 66920 | 44,144
1,186 1,358 1,339 1272 1,152
106.5 775 . 606 44.0 270
$ 199 $ 161 $§ 106 $ 08 .$ 072
377 303 241 173- 106
791%  TI5% - 75.4% . .., T3.0% | 63.0%
0265 8326 6413 .. 4892 | 337
r airlin¢

operatlons and are immaterial to our consohdated operating results:
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The following terms. used in this section and elsewhere in this report have the meanings indicated
below: .

“Revenue passengers” represents the total number of paying passengers flown on all flight segments.
“Revenue passenger miles” represents the number of miles flown by revenue passengers. "

“Available seat miles” represents the number of seats avallable for passengers multlphed by the
number of miles the seats are flown. -~ _ "

“Load factor” represents the percentage of aircraft seating capacity that is: aclually utilized (revenue
passenger miles divided by, avallable scat miles). :

“Breakeven load factor” is the passenger load factor that will result in operating revenues bemg equal
to operating expenses, assuming constant revenue per passenger mile and expenses.

“Aircraft wilization” represents the average number of block hours operated per day per aircraft for
the total fleet of aircraft.

“Average fare” represents the average one-way fare paid per flight segment by a revenue passenger.
“Yield per passenger mile” represents the average amount one passenger pays to fly one mile. ' i

“Passenger revenue per available seat mile” represents passenger revenue divided by available seat
miles. ’

“Operating revenue per available seat mile” répresents operating revenues divided by available seat
miles. r \
“Operating expense per available seat mu‘e represents operating expenses divided by available scat
mlles ' ' :

< : : : ' E . .
“Operating expense per ava:lable seat m:le excluding fuel” represents operatmg expenses less alrcraft
fuel, divided by available seat miles.

“Average srage Iengrh” represents the average number of miles flown per ﬁight.

“Average fuel cost per gallon™ represents total aircraft fuel costs Wh]Ch excludes fuel taxes dmded by
the total number of fuel gatlons consumed ) o .
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS '

1

Overview

We are a low-fare, low-cost passenger airline that provides high quality customer service primarily
on point-to-point routes. We offer our customers a high quality product, with. new aircraft, roamy
leather seats, free in-flight entertainment, pre-assigned seating and reliable performance We fiocus on
serving markets that have had high average fares. We currently serve 50 destinations in 21 states,
Puerto Rico, Mexico and the Caribbean and operate over 500 flights a day with a ﬂeet of 98 Airbus -

A320 aircraft and 23 EMBRAER 190 aircraft.

The following chart demonstrates our growth: . B

! r - . - ooy

Falrand iy
: Part-Time - -

At December 31, Destinations Employees Owned - Leased .- | Total -
2000 .. e e 12 1,174 4 6 10
2001 .\ 187 7 2361 9 12 |2
2002 e 20 4011 21 . .16, 37
2003 L e 21 5,433 29 24 53
2004 ..., e <30 7211 - 47 25 ] 69
2008 s 33 9,021 61 3 92
2000 ... e 49 . 10,377 70 49 119

We slowed our aircraft delivery schedule during 2006 by deferring 12 Airbus A320 aircraft from
2007 through 2009 to 2011 through 2012 and adjusting our EMBRAER 190 deliveries from an average
of 18 aircraft per year from 2007 to 2010 to an average of 10 aircraft per year through 2014, IAs of
December 31, 2006, our firm aircraft orders consisted of 82 Airbus A320 aircraft and 78 EM| BRAER
190 aircraft, plus options for an additional 48 Airbus A320 aircraft and 100 EMBRAER 190{aircraft.
Our growth in 2006 was focused on expanding our network in medium- and short-haul markets from
three of our focus cities: New York, Boston and Washington, D.C. During 2006, we commcn'ced
service to 16 new destinations and, in January 2007, we began service to O’Hare International Airport
in Chicago, lllinois. In March 2007, we plan to begin service from Westchester County Alrp(lirt in,
White Plains, New York to Florida and, in May 2007, we plan to begin service to San Franmsco
International Airport from John F. Kennedy International Airport, or JFK.

Our growth plan includes maintaining appropriate liquidity levels, a commitment to cost control
and low-cost carrier spending practices, improved revenue management, and enhancing the JetBlue
Experience for our customers. In 2006, our cost control efforts were focused on improving a:ircraft fuel
consumption rates, reducing our discretionary spending and staffing more efficiently in all aspects of
our operations. We had 78 full-time equivalent employees per aircraft at December 31, 2006 al4%
decrease from 2005. We also improved our liquidity position during 2006 through the procec ds from
the financing of previously unsecured owned property and the sale of five older Airbus A320 aircraft.
In 2007, we reduced the number of seats on our Airbus A320 aircraft from 156 to 150, whlch in
addition to the added benefit to our customers, should reduce fuel consumption due to less welght
from passengers, baggage and equipment, and require one less onboard flight attendant.

We derive our revenue primarily from transporting passengers on our aircraft. Passengci:r revenue
was 94.1% of our operating revenues for the year ended December 31, 2006. Revenues generated
from international routes, excluding Puerto Rico, accounted for 2.6% of our total passengerI revenues
in 2006. Because all of our fares are nonrefundable, revenue is recognized either when the
transportation is provided or after the ticket or customer credit expires. We measure capaci‘ty in terms
of available seat miles, which represents the number of seats available for passengers multlphed by the
number of miles the seats are flown. Yield, or the average “amount one passenger pays to fly one mile,
is calculated by dividing passenger revenue by revenue passenger miles.

28




We strive to increase passenger revenue primarily by increasing our yield per flight, which .
produces higher revenue per available seat mile, or RASM. Our objective’is to optimize our fare mix.
to increase our overall average fare and, in.certain markets, utilize our network to maximize
connecting opportunitics while continuing to provide our customers with low fares. Dunng 2006, we
modified our fare mix to achreve higher yrelds while relinquishing some of our load factor. When we
enter a,new market, our low fares are-designed to stimulate demand, partlcularly from fare—conscrous
leisure and business travelérs who m1ght otherw1se have used alternate_forms of transportation or
would not have traveled at all. In addition to our regular fare structure, we frequently offer sale fares
with shorter advance purchase requrrements in ‘most of the markets we serve and match the sale fares
offered by other arrlmes K :

. Other revenue c0n51sts prrmanly of the fees charged to customers in accordance with our, ,
published policies relating to reservation changes and baggage limitations; the marketing comp,onent
of TrueBlue point sales and revenues earned by our subsidiary, Live TV, LLLC, for the sale of, and
on-going services provided for, in-flight entertainment systems sold.to,other airlines. - -

We have low operating expenses because we have high aircraft 'utilization, low distribution costs, "
a productive workforce and operate a new fleet with only two types of aircraft. The largest ’
components of our operating expenses are aircraft fuel and salaries, wages and benefits provided to.. -
our employees including provisions for our profit sharlng plan Unlike most airlines, we have a
non-union workforce which we believe prov1des us with more ﬂex1b1]1ty and allows us to'be more
productlve although we are sub]ect to ongoing attempts at unionization. The price and ‘availability of
aircraft fuel, which is our single largest operattng cxpense, are "extremely volatile due to global
economic dnd geopolrtlcal factors that we can neither control nor accurately predtct Sales and
marketing expenses include advertising and fées paid to credit card companies. Our distribution costs
tend to bé lower than'those of most other airlinés’on a per unit basis because the majority of our
customers book directly through our website or our agents. Maintenance materials and repairs are
expensed when incurred unless covered by a third party sérvices contract. Because the average age of
our aircraft is 2.6 years;'all of our aircraft require’less maintenance now than they will in the future.
Our maintenance costs will increase significantly, both on an absolute' basis and as a percentage of our
unit costs; as our fleet ages. Other operating expenses consist of purchased setvices (including - = -
expenses related to fueling, ground handling, skycap, security and janitorial services), insurance,
personnel expenses,’ cost of goods sold to other airlines by LiveTV, professional fees, passenger :
refreshments, supplies, bad debts, commumcatlon costs and taxes other than payroll taxes, including
fuel taxes.- "+ * Rt - :

" The arrlme industry is one of the most heav11y taxed i in the u.s., wrth taxes and fees accountmg
for approximately 14% of the total fare charged to a customer. Airlines are obligated to'tund all of
these taxes and fees regardless of their ability to pass these charges on to the customer. Additionally, -
if the TSA changes the way the Aviation Security Infrastructure Fee is assessed, our security costs
may be, higher. .. oL - G , o ~

"o

Our operatmg margin, which measures operating income as a percéntage of operatmg revenues, !
was 5.4% in 2006 and 2.8% in 2005 and was the third and second hlghest operatmg margm
respectively, among 'all traditional network and low-cost major U. S airlines.

The airline 1ndustry has been intensely competitive in recent years due in part to persrstently
high fuel prlces and the adverse financial condition of many of the domesti¢ airlines.’ In late 2005, US
Airways and America West merged and Delta Air Lines and Northwest Airlines filed for bankruptcy
protection. The airlines currently operating in bankruptcy may emerge with substantlally lower costs
or consolidate with other carriers, either of which could ‘allow them to compete more vrgorously In
the fourth quarter of 2006, there were other reports of potential consolidation. We'are unable to
predict what the effect of further industry consolidation would be for us or for the airline industry in
general. During 2006, most traditional network airlines increased capacity on theit international routes
and decreased domestic capacity. During the same period, some of our competitors, notably Delta Air
Lines and its discontinued low-fare operation, Song, shifted some of their domestic capacity out of -
markets where they had competed directly. with us. These developments, in conjunctien with our shift-

29




of capacity from transcontinental flights to short- and medium-haul routes, contributed to our,
improved financial performance in 2006. ‘

Our ability to be profitable in this competitive environment depends on, among other things,
operating at costs equal to or lower than those of our competitors, providing high quality customer
service and maintaining adequate liquidity levels. Although we have been able to raise capital and
continue to grow, the highly competitive nature of the airline industry could prevent us from attaining
the passenger traffic or yields required to be profitable in new and existing markets.

The highest levels of traffic and revenue on our routes to and from Florida are generally' realized
from October through April, and on our routes to and from the western United States in the Summer.
Many of our arcas of operations in the Northeast experience bad weather conditions in the wmter
causing increased costs associated with deicing aircraft, cancelled flights and accommodating dlsplaced
passengers. Our Florida and Caribbean routes experience bad weather conditions in the summer and
fall due to thunderstorms and hurricanes. As we enter new markets, we could be subject to addlttonal
seasonal variations along with compétitive responses to our entry by other airlines. Given ouf high
proportion of fixed costs, this seasonality. may cause our results of operations to vary from quarter to
quarter. '

QOutlook for 2007 ‘ ‘

Our focus in 2007 will continue to bé on rigorous cost control and enhancing our revenue
management processes. Through our recent efforts to optimize our fare structure and utilize [global
distribution systems that attract more business travelers, we expect the year-over-year upwar-lzl trend in
yield and RASM to continue through 2007. In addition, we are continuously looking to expand our
other revenue opportunities, including charter services and marketing alliances.

We expect our full-year operating capac1ty for 2007 to increase approximately 11% to 14% over
2006 with the addition of 12 new Airbus A320 aircraft and 10 new EMBRAER 190 aircraft to our
operating fleet. In our efforts to create a growth plan that is sustainable, we may modify our, rate of
growth over the next few years through a combination of additional aircraft sales, leases, assignments
and/or delivery deferrals. The impact of the shorter range EMBRAER 190 aircraft, which is! expected
to represent 10% of our total estimated 2007 operating capacity, and utilization of our Airbu's A320
fleet for more short- and medium-haul flying is expected to result in a 7% decrease over our; 2006
average stage.length. While the shorter average stage length will result in higher unit costs, we expect
the increase in unit revenues to be higher than the increase in unit costs. Assuming fuel prlces of
$1.93 per gallon, net of effective hedges, our cost per available seat mile for 2007 is expected to
increase by 5% to 7% over 2006. Our operating margin is expected to be between 10% and 12% and
our pre-tax margin is expected to be between 5% and 7% for the full year.

Results of Operations

The U.S. domestic airline environment continues to be extremely challenging primarily|due to
high aircraft fuel prices and vigorous price competition. Our results were further impacted by the
effects of overall lower demand for domestic air travel and security concerns related to the ]

August 2006 terrorist threat in London. However, due to capacity reductions in the U.S. dolmestic
market and the optimization of our own fare mix, average fares for the year increased 9% over 2005
to $119.73, while load factor declined 3.6 points to 81.6% from the full year 2005.

Our on-time performance, defined by the U.S. Department of Transportation as arrivalls within
14 minutes of schedule, was 72.9% in 2006 compared to 71.4% in 2005. Our on-time performance was.
affected by our commitment to operate our scheduled flights whenever possible, along w1thf operating
at three of the most congested and delay-prone airports in the U.S., as reflected by our 99.6% and
99.2% completion factors in 2006 and 2003, respectively.

Year 2006 Compared to Year 2005

We had a net loss of $1 million in 2006 compared to a net loss of $20 million in 2005. In 2006, we
had operating income of $127 million, an increase of $79 million over 2005, and our operatmg margin
was 5.4%, up 2.6 points from 2005. Diluted loss per share was $0.00 for 2006 and $0.13 for 2005,
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Operating Revenues.© Operating revenues increased 39%, or $662 million, primarily due to an
increase in passenger revenues. Increased passengers resulting from a 42% increase in departures, or
$251 million, and a 19% increase in yield, or $352 million, drove the.increase in passenger revenue of
$603 million for the year 2006. Although our load factor was 3.6 points lower than that of last year,
the increase in our yields more than compensated for this decrease.. During 2006, we entered into
agreements with.four global distribution systems, which allow our. flights to be available on their -
online travel reservation systems. Bookings through these global distribution systems have resulted in .
higher average fares, which have more than offset the increased'distribution costs.

Other revenue increased 74%, or $59 million, primarily due to increased change fees of
$22 million resulting from more passengers and increased adhérence to related company polices and
the marketing component of TrueBlue point sales of $11 million..

Operating Expenses. Operating expenses increased 35%, or $583 million, primarily due to
operatlng an average of 29 additional aircraft; which providéd us with higher capacity, and a
24% increase in average fuel price per gallon. Operating capacity increased 21% to 28.6 billion *
available scat miles in 2006 due to having 37% more average aircraft in-service. Operating expenses
per available seat mile increased 12% to 7.82 cents. Excluding fuel, our cost per available seat mile
increased 6% in 2006. In detail, operating costs per avallable seat mile were (percent changes are -

based on unrounded numbers) '

Yeur Ended December 31,

Percent
2006 T 2005 Change
) (in cents) . :
Operating expenses: :
Salaries, wagesandbeneﬁts....................; ..... 194 - 181 71.2%
Aircraft fuel.. ... ..., e P Lo 263 206 . 277
Landing fees and other rents ................ L S 55 47 16.5
Deépreciation and amortization. ........ ce - .53 © 48 92,
Alrcraftrent. ... i i e -36 31 15.2
~ Sales and marketing...... e e 36 35 5.3
Maintenance materials and repairs ................ e 30 -27 12.6°
Other operating expenses .. ........0 ... cooeaa. .. 1.15 - 123 . (6.5)
Total operating eXPEenses. . ... e 782 . 698  121%

In 2006, our average stage length declined 13% to 1,186 miles due to increased operation of -the
shorter range EMBRAER 190 and capacity reductions in our East-West markets. A shorter average
stage length results in fewer available seat miles and, therefore, higher unit costs. We estimate that
more than half of the year-over-year increase in our total cost per available seat mile was attributable
to the decrease in our average stage length and also was a s1gmﬁcant factor of the increase in each’
component . . St

Salaries, wages and benefits increased 29% or $125 million, due prtmarlly to an increase in
average full-time equivalent employees of 25% in 2006 compared to 2005 and a $12 million increase in
non-cash stock-based compensation expense. We recorded $3 million of profit sharing in 2006
compared to none in 2005. Cost per available seat mile mcreased 7% as' a resuit of stock based
compensauon expense and profit sharing.

Effect:ve January 1, 2006, we adopted Statement of Fmant:tal Accoummg Standards No 123(R)
Share-Based Payment, and related interpretations, or SFAS 123(R), which requires us to record the
fair value of stock options granted, under our 2002 Stock Incentive Plan and purchase rlghts issued
under our stock purchase plan. Because we elected to use the modified prospective transition method,
results for prior periods have not been restated.':At December 31, 2006, there was $35 million of total
unrecognized -compensation cost related to non-vested share-based compensation’arrangements
granted under all of our equity compensation plans. We expect to recognize that cost over the
remaining vesting period of five years. See Notes'l and 7 to our consolidated financial statements for
more information regarding the adoption of this accounting standard.
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Aircraft fuel expense increased 54%, or $264 million, due to 74 million more gallons of aircraft
fuel consumed resulting in $119 million of additional fuel expense and a 24% increase in avellage fuel
cost per gallon, or $145 million. Aircraft fuel prices remained at or near historically high levels in
2006, with our average fuel price per gallon at $1.99 compared to $1.61 for the year ended
December 31, 2005. Our fuel costs represented 34% and 30% of our operating expenses in 2006 and
2005, respectively. Our fuel consumption per block hour decreased 5% due to utilization of the lighter
EMBRAER 190 aircraft.and various fuel conservation initiatives. Based on our expected fuel volume
for 2007, a $.10 per gallon increase-in the cost of aircraft fuel would increase our annual fuel expense
by approximately $45 million. Cost per available seat mile increased 28% primarily due to the increase
in average fuel cost per gallon. ’

Landing fees and other rents increased 41%, or $46 million, due to a 42% increase in departures
over 2005 and increased airport rents associated with opening 16 new cities_in 2006. Cost per available
seat mile increased 17% due to ground rents associated with our new terminal under construction at
JFK.

Depreciation and amortization increased 32%, or $36 million, primarily due to having an average
of 67 owned and capital leased aircraft in 2006 compared to 52 in 2005 and the associated
depreciation of our seven-gate temporary facility at JFK, which was placed into service in June 2006.
Cost per available seat mile increased 9% primarily due to our temporary famhty at JFK, partlally
offset by a lower percentage of our fleet being owned or under capital lease.

Aircraft rent increased 39%, or $29 million, due to 16 new EMBRAER 190 aircraft leases. Cost
per available seat mile increased 15% due to a higher percentage of our fleet being leased.

Sales and marketing expense increased 27%, or $23 million, primarily due to $16 million in higher
credit card fees resulting from increased passenger revenues and $6 million in increased advertising
expenses. On a cost per available seat mile basis, sales and marketing expense increased 5%! primarily
due to higher credit card fees resulting from higher average fares. We book the majority of our
reservations through a combination of our website and our agents (79% and 19% in 2006,
respectively).

Maintenance materials and repairs increased 36%, or $23 million, due to 29 more average
operating aircraft in 2006 compared to 2005 and a gradual aging of our fleet. Cost per available seat
mile increased 13% year-over-year due primarily to operating under airframe parts malntendnce
third-party contracts in 2006, one-time warranty coverage on our engines in 2005 and outsourced line
maintenance for the 16 new cities we opened in 2006. Maintenance costs are expected to increase
significantly as our fleet ages.

Other operating expenses increased 13%, or $37 million, due to higher variable costs a<soc1ated
with increased capacity and number of passengers served. Cost per available seat mile decrt ased
7% due primarily to $12 million in gains related to the sale of five Airbus A320 aircraft in 7006 and |
the write-off of $6 million in development costs related to a maintenance and inventory tracking
system in 2005.

Other Income.(Expense). Interest expense increased 62% primarily due to having 12 clddmonal
debt or capital leasc financed aircraft, ﬁnancmg related to new maintenance and training faulmes
financing of prevmusly unsecured property and interest on our 3%9% convertible debenture< resulting
in $40 million of additional interest expense, and higher interest rates, which resulted in $19 million of
additional interest expense. Interest expense also includes $7 million related to our construu,tlon _
obligation for our new terminal at JFK and represented the majority of the $11 million i increase in
capitalized interest, with the remainder attributable to higher interest rates.

" Interest income and other increased 44%, or $9 million, primarily due to higher interest rates and
higher average cash and investment balances in 2006, offset by fuel hedge losses of $5 milli:on. We are
* unable to predict the amount of accounting ineffectiveness related to our crude and heating oil .
derivative instruments each period, or the potential loss of hedge accounting, which is determined on
a derivative-by-derivative basis, due to the volatility in the market for these commodities.
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tQur effective tax rate increased to 109% in 2006 from 15% in 2005. Our effective tax rate. differs
from the statutory income tax rate due to the nondeductibility of certain items for tax purposes and
the relatlve size,of these items to our pre-tax income of $9 million. R

Year 2005 Campared ro Year 2004

We had a net loss of $20 million for the year 2005 compared to net income of $46 million for the
year 2004. We had operating income of $48 million, a decrease of $63 million over 2004, and our -
operating margin was 2.8%, down 6.0 points from 2004. Diluted loss per share was $0.13 for 2005 and -
diluted earnmgs per share was $0.28 for 2004 :

Operating Revenues. Operating revenues increased 35%, or $436 million, primarily due to an
increase in passenger revenues. Increased passengers resulting from a 24% increase in departures, or
$345 million, and a 3% iricrease in yields, or $55 million, drove the increase in passenger revenue of
$400 million for the year 2005. Additionally, three major hurricanes during the third and foutth
quarters of 2005 resulted in estimated lost revenue of $8 to $10 million. Other revenue increased
78%, or $36 million, primarily due to increased LiveTV third party revenues of $13 million, increased
change fees of $6 million resulting from more passengers and the marketing component of TrueBlue
point sales of $7 million.

Operating Fxpenses. Operating expenses increased 43%, or $499 million, primarily due to
operating an average of 17 additional aircraft, which provided us with higher capacity,and a 52%
increase in average fuel price per gallon. Operating capacity increased 25% to 23.70 billion available
seat miles in 2005 due to having 28% more average aircraft in-service offset by lower utilization of the
EMBRAER 190. Operating expenses per available seat mile increased 14% to 6.98 cents. In detail,
operating costs per available seat mile were (percent changes are based on unrounded numbers): -

t

Year Ended December 31, Percen;

2005 2004, Change
. (in cents) ,
Operating expenses: ‘
Salaries, wages and bénefits .......................... 181 1.78 " 1.2%
Aircraft fuel............ e 2.06 135 524 -,
, Landing fees and other rents ........ I 47 48 (23)
Depreciation and amortization................. L A48 41 191
AITCTaft TENL. . s e et e . 31 37 (15.6)
Sales and marketing . ..... ... ... .. .o 35 33 29
Maintenance materials and TEPAIS ..t 27 .24 14.5
Other operating eXpenses ........... B 1.23 1.14 83
Total operating eXpenses. ...............ooeviivaan. 98 - 6.10 14.4%

Salaries, wages and benefits increased 27%, or $91 million, due primarily to an increase in average
full-time equivalent employees of 27% in 2005 compared to 2004, We did not record any profit sharing
in 2005 compared to $14 million in 2004. This decrease was partially offset by the incurrence of
$7 million in non-cash stock-based compensation expense related to the accelerated vesting of
19.9 million stock options in December 2005. The decision to accelerate the vesting of these optlons
was made primarily to avoid recognizing related compensation costs in future consolidated financial
statements upon our adoption of SFAS 123(R) in January 2006. All other terms and conditions
applicable to such options, including the exercise prices, remain unchanged. Following the
acceleration, 28.4 million or 91% of our outstanding options were vested. Cost per available seat mlle
remained relatively flat as a result of higher wages being offset by lower profit sharing.
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Aircraft fuel expense increased 91%, or $233 million, due'to 62 million more gallons of aircraft
fuel consumed-resulting in $66 million of additional fuel expense and, even after giving effecl to
$43 million of fuel hedging gains, a 52% increase in average fuel cost per gallon, or $167 miltion. Our
fuel costs represenled 30% and 22% of our operating expenses in 2005 and 2004, respectlvely' Dunng
2005, aircraft fuel prices remained at historically high levels, with our average fuel price per ; -Jallon at
$1.61 compared to $1.06 in 2004. Cost per available seat mile increased 52% due to the increase in
average fuel cost per gallon. :

Landing fees and other rents increased 22%, or $20 million, due to a 23.7% increase in departures
over 2004 offset by lower landing fee rates. Cost per available seat mile decreased 2.3% due |t0 higher
capacity and an increase in average stage length. Landing fees and other rents are expected to
increase in 2006.as a result of ground rent on our new terminal at JFK which is under construction,

Depreciation and amoitization mcreased 49% or $38 million, prrmarlly due to having an average
of 52 owned aircraft in 2005 compared to 36 in 2004. Cost per available seat mile increased 19% due
to a higher percentage of our aircraft fleet being owned and as a result of placing into service our new
hangars and training center during 2005.

Adircraft rent increased 6%, or $4 million, due to $2 m1lllon in higher rental rates and $z' million
related to new aircraft leases. Cost per available seat mile decreased 16% due to htgher capacity' and a
lower percentage of our fleet being leased.

Sales and marketing expense increased 29%, or $18 million, due to higher credit card feles
resulting from increased passenger revenues. On a cost per available seat mile basis, sales and
marketing expense increased 3% primarily due to higher credit card fees resulting from hlgher average
fares. We book all of our reservations through a combination of our website and our agents‘ (78% and
22% in 2005, respectively). '

Maintenance materials and repairs increased 44%, or $19 million, due to 17 more average alrcraft
in 2005 compared to 2004 and a gradual aging of our fleet. Cost per available seat mile increased 15%
year-over-year due to the completion of 63 airframe checks in 2005 compared to 54 in 2004:l as well as
increased engine and component repairs.

Effective July 1, 2005, we executed a ten-year engine services agreement with MTU covering the
scheduled and unscheduled repair of the engines on our Airbus A320 aircraft. This agreement
requires monthly payments to MTU at rates based on number of flight hours each engine vas
operated during each month. MTU has assumed the responsibility to repair and overhaul our engines
as required during the term of the agreement. These payments will be expensed as the ﬂlght hours are
incurred. This agreement will eliminate the significant judgment in determining estimated c|osts of
overhauls and is expected to result in lower maintenance costs than on a time and materials basis.

Other operating expenses increased 36%, or $76 million, primarily due to higher varlatlale Ccosts
associated with increased capacity and number of passengers served. Cost per available seat mile
increased 8% as a result of increased LiveTV third party installations, fuel related taxes and services,
and a $6 million write-off of development costs related to a maintenance and inventory tra'ck_ing
system.

Other Income (Expense). Interest expense increased 99% primarily due to our debt financing of
16 additional aircraft and interest on our $250'million convertible debt issued in March’ 2005 resulting
in $35 million-of additional interest expense and higher interest rates, which resulted in $l‘|? million of
additional interest expense. Interest income increased by $11 million due to higher mteresl rates.
Capitalized interest 1ncrea%ed 79%, or $7 mllllon due to higher predelivery deposu balancés and
increased rates. oo '

Our effective tax rate decreased 10 15% in 2005 from 38% in 2004. The decrease is atlnbutable to
our decreased profitability resultmg primarily from hlgher fuel prices and the non- deductlhlhty of
certain items for tax purposes.

Quarterly Results of Operations

The following table sets forth selected financial data and operating statistics for the fc'-ur ciuarters
ended December 31, 2006. The information for each of these quarters is unaudited and has been
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prepared on the same basis as the audited consolidated financial statements appearing elsewhere in -

this Form 10-K. °

Three Months Ended

1

March 31, June 3},

September 30, December 31,

$5 mil

. 2006 2006 2006 2006
Statements of Operations Data ' 1 {

(dollars in millions) .
Operating revenues . ... .. S e ... % 400 0 5 612 $ 628 $ 633
Operating expenses: ' - o

Salaries, wages and benefits. . . ... ... .. e 132 134 140 147

Aircraft fuel. . .. .. ... ... e . 160 192 212 188 -

Landing fees and otherrents . .. ............... .. ....... 38 . 37 42 41

Depreciation and amortization. @ . ....... ..., e -, M T 39 41

Alrcraftrent. . ... .. .o e 2 25 27 29°

Sales and Marketing . . . . .v v e 20 30 27 27

Maintenance materials and repairs . . . . ., e 21 23 23 20 -

Other operating expenses (1}. .. ............. ..o .. . 88 87 77 76,

Total operating exXpenses . ... ... .........uniannrin . - 515 565 587 569
Operating income {1055) . . o oo o eeene e o (25) a 41" 64
Other income {expense) . . . ................. REESRPEREEE (22) (22) (40) {34)
Income (loss) before income taxes. . . ... ........ FERERERRRE “n T2 1 30
Income tax expense (benefit) ..................... e ’ (15) 11 1 13
Nclmcome(loss) ...... e S $ (3 $-'1 8 —' $ 17
Operating MArgin. . . .« ..o vvonennnnn . PR (5.2)% 7.7% 6.6% 102%
Pre-taX margin. . ... ...ooonnnnnneann.., P o en% | 4% 02% 4.7%
Operating Statistics: , . . .

Revenue passengers (thousands) ... ... N 4335 4,525 4773 4,932
Revenue passenger miles (millions) . ............... L ' “‘5,5_35 . 5924 6,062 5,798
Available seat miles (ASMS) (millions). . ... ... e 6577 ' 7,202 7,537 7278
Load factor. . . .. ST e e e C842% . . B22% 80.4% 79.7%
Breakeven load factor (2). . .............. e S 92.7%, - , 79.5% 79.7% 76.0%
Aircraft utilization (hours per day) .. e . R 12£,8 . 130 12.7 , 12,5 .
Average fare . ... .... AP e - L s $ 10686 -, 3 127.87 312341 $ 12001
Yield per passengermile (cents} ... ... .. ... ... ... e . 83 9.77 9.72 10.21
Passenger Tevenue per ASM (cents). ... ... e e , J1.04 8.03 782 813
Operaung revenue per ASM {cents) . .‘ .................... 7.46 848 8.33 an
Operating expense per ASM (cents) . ........... I S . 784 7.83 , 179 7.82
Operating expense per ASM, excluding fuel (cents). .. .......... 5.40 . 517 . 498 - 524
Airline operating expense per ASM (cents) (2). ......I....... 1.6 7.77 ,1.74 7.5
Departures .. ... ... D, e 34417 37,688 42,311 44736
Average stage length (miles). . . . ... Y ST 1,246 - 1,253 1,181 1,087
Average number of operating aircraft during period . ... ... ... - 95.5 102.6 112.0 1158
Average fuel costpergallon . ... . ... ... ... .. .. ... wea $ .18 . $ 206 $ 212 $ 19,
Fue! gallons consumed (millions). . . ......... T \ 86 93 T100 98
Percent of sales through jetblue.com dufing period . . . . | IR, 823% 79.5% 78.7% 76.2%
Full-time equivalent employees at period end 2y ... 0. 9,039 - 9,337 9,223 9265

(1) Dunn% the third and fourth quaners of 2006 we sold five Airbus A320 aircraft, which resulted in gams of $7 million and
I ‘ .

on, respectively, . .

{2} Excludes results of operations and emp]oyees of LiveTV, LLC, which are,unrelated to our airline operations and are

immaterial to our consolidated operating results

-

Although we have continued to experience sngmﬁcanl revenue growth, this-trend may not

continue. We expect our expenses to continue to increase significantly as we acquire additional
aircraft, as our fleet ages and as we expand the frequency of flights in existing markets and enter into
new markets. Accordingly, the comparison of the financial data for the quarterly periods. presented
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may not be meaningful. In addition, we expect our operating results to fluctuate significantly, from
quarter to quarter in the future as a result of various factors, many of which are outside our|control..
Consequently, we believe that quarter-to-quarter comparisons of our operating results may not
necessarily be meaningful and you should not rely on our results for any one quarter as an indication
of our future performance.

Liquidity and Capital Resources ' ' o .

- At December 31, 2006, we had cash and cash equivalents of $10 million and investment Secﬁrit{_es
of $689 million, compared to cash and cash equivalents of $6 million and investment securitiles of
$478 million at December 31, 2005. The increase in our cash and investment balances'during 2006 |
resulted primarily from proceeds received from several financings of our previously unsecurid assets.
We presently have no lines of credit other than two short-term borrowing facilities for certain aircraft
predelivery deposits. At December 31, 2006, we had $39 million in borrowmgs outstanding under
these facilities. .

We rely primarily on cash flows from operations to provide working capital for current and future
operations. Cash flows from operating activities totaled $274 million in 2006, $170 million i in 2005 and
$199 million in 2004. The $104 million increase in cash flows from operations in 2006 compared to
2005 was primarily a result of the growth of our business, offset in part by the increase in f:Jel prices,
Cash flows from operatlons in 2005 compared to 2004 declined due to 52% higher fuel pr1czI S, partlally
offset by a 28% increase in revenue passenger miles. Net cash used in investing and ﬁnancmg actlvmes
was $270 miltlion in 2006, $183 million in 2005 and $283 miilion in 2004.

Investing Activities. During 2006, capital expenditures related to our purchase of ﬂlght
equipment included expenditures of $874 million for 30 aircraft and five spare engines, $10§5 million
for flight equipment deposits and $33 million for spare part purchases. Capital expendlture for other '
property and equipment, including ground equipment purchases and facilities 1mpr0vemems were
$89 million. Net cash used for the purchase of investment securities was $213 million. Other investing
activities included the receipt of $154 million in proceeds from the sale of five Airbis A320) aircraft
and the refund of $19 million in flight équipment deposits related to aircraft delivery deferrals.

During 2005, capital expenditures related to our purchase of flight equipment included
expenditures of $711 million for 17 aircraft and three spare engines, $183 million for ﬂlghtlcqmpment
deposits and $81 million for spare part purchases. Capital expenditures for other property iand
equipment, including ground equipment purchases and facilities improvements, were $125 Imll!lon. Net
cash used for the purchase of investment securities was $66 million. Additional cash required for
security deposits was $86 million, of which $80 million related to our lease for a new terminal at JFK

Financing Activities. Financing activities during 2006 consisted prlmarlly of (1) the sale and -
leaseback over 18 years of 16 EMBRAER 190 aircraft for $406 million by a U.S. leasing 1Inst1tut:0n
(2) our issuance of $329 million in fixed rate equipment notes to various European ﬁnanCJIal '
institutions secured by nine Airbus A320 aircraft and one EMBRAER 190 aircraft, (3} our issuance of
$69 million in floating rate equipment notes to various European financial institutions secured by two
Airbus A320 aircraft, (4) our issuance of $223 million in fixed and floating rate debt to varlous u.s.
and European financial institutions secured by eight Airbus A320 aircraft, five of which wete
refinanced, (5) reimbursement of construction costs incurred for our new terminal ‘at JFK]of
$179 million, (6) the financing of previously unsecured owned assets for $234 mllllon M scheduled
maturities of $162 million of debt and (8) the repayment of $105 million of debt in conne'ctlon with
the sale of five Airbus A320 aircraft.

‘ IR R
In June 2006, we filed an automatic shelf reglstratlon statement with the SEC relating to our sale,
from time-to time, in one or more public offerings of debt securities; pass-through certificates,
common stock, preferred stock and/or other securities. The net proceeds of any securities we sell
under this registration statement may be used to fund working capital and capital expenditures,
including the purchase of aircraft and construction of facilities on or near airports. Through'" .
December 31, 2006, we had issued a total of $124 million of pass-through certificates under-this .-
registration statement to finance certain previously purchased aircraft - spare parts. - ol A

36




Financing activities during 2005 consisted primarily of (1) our November 2005 public offering of -
12.9 million shares of our common stock at $12.00 per share, as adjusted for our December 2005
three-for-two stock split, raising net proceeds of $153 million, (2) the sale and leaseback over 18 years
of six EMBRAER 190 aircraft for $152 million by a U.S. leasing institution, (3) the financing of
15 Airbus A320 aircraft with $498 million in floating rate equipment notes purchased with the
proceeds from our November 2004 public offering of Series 2004-2 pass-through certificates, (4) our
issuance of a $33 million 12-year fixed rate equipment note issued to a European bank secured by one
Airbus A320 aircraft, (5) our March 2005 issuance of $250 million of 3%% convertible debentures due
2035, raising net proceeds of approximately $243 million, (6) the financing of flight training devices
with $50 million in secured loan proceeds from Export Development Canada, (7) the financing of a
hangar and training center in Orlando, FL with $47 million in special facilities bonds, of which
$4l mllllon was recewed by year end, and (8) scheduled maturities of $117 million of debt.

None of our lenders or lessors are affiliated with us. Our short-term borrowings consist of two
floating rate facilities, each with a group of commercial banks to finance aircraft predelivery deposits.

Capital Resources. 'We have been able to generate sufficient funds from operations to meet our
working capital requirements. We do not currently have any lines of credit, other than our short-term
aircraft predelivery deposit facilities, and virtually all of our property and equipment is encumbered.
We typically finance our aircraft through either secured debt or lease financing. At December 31,
2006, we operated a fleet of 119 aireraft, of which 47 were financed under operating leases, two were
financed under capital leases and the remaining 70 were financed by secured debt. Financing in‘the
form of secured debt or operaling leases had been arranged for seven of our 12 Airbus A320 aircraft *
and for’ elght ‘of our 10 EMBRAER 190 aircraft schéduled for dellvery in 2007. Although we beheve
that debt and/or lease financing should be available for our remaining aircraft deliveries, we cannot *
assure you that we will be able to secure financing on terms attractive 1o us, if at all. While these
financings may or may not result in an increase in liabilities on our balance sheet, our fixed costs will -
increase significantly regardless of the financing method ultimately chosen. To the exient we cannot
secure financing, we may be required to modify our aircraft acquisition’ plans or incur higher than
ant1c1pated financing costs. . :

Workmg Cap:ml We had working capital of $73 mllllon at December 31, 2006, compared 1o a
working capital deficit, of $41 million at December 31, 2005. We expect to meet our obligations as they
become due through available cash, investment securities and internally generated funds,
supplemented as necessary by debt and/or equity financings and proceeds from aireraft sale and
leaseback transactions. We expect to generate positive working capital through our operations.
However, we cannot predict what the effect on our business might be from the extremely competitive
environment we are operatmg in’ or from events that are beyond our control, such as continued
unprecedented high fuel prices, the impact of airline bankruptcies or consolidations, U.S: military
actions or acts of terrorism. Assuming that we utilize the predelivery short-term borrowing facilities
available to us and obtain financing for the seven remaining aircraft scheduled for delivery in 2007, we
believe the working capital available to us w1ll be sufficient to meet our cash requlrements for at least
the next 12'months.

? .
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Contractual Obligations o . .

Our noncancelable contractual obligations at December 31, 2006 include (in millions); |

Payments due in . !

Total 2007 - 2008 2009 2010 21m Therezfter

Long-term debt and capital lease - : ,
obligations (1)................... $ 4312 8 350 § 387 § 282 $- 2758 271} $ 2,747
Lease commitments....:...... e 2,177 217 216 190 170 159 1,225
Flight equipment obligations ........ - 3,705 775 835 965 1,030 1,000 1,100
Short-term borrowings. .. ........... 39 39 — — — L
Financing obligations and other (2) .. _- 2333 _ - 147 119 138 147. . 168! 1,614

Total ...... e $ 14566 $ 1,528 $ 1,557 § 1,575 % 1,622 § 1,598 §$ 6,686.

(1) Includes actual interest and estimated interest for ﬂoating—réte debt based on December|31, 2006 f
rates.

(2) Amounts include noncancelable commitments for the purchase of goods and services.

The interest rates are fixed for $1.03 billion of our debt and capltal lease obligations, with the ~
remaining $1.70 billion having floating interest rates. The floating interest rates adjust quarterly or
semi-annually based on the London Interbank Offered Rate, or LIBOR. The weighted averlage
maturity of all of our debt was 11 years at December 31, 2006. In 2006, we refinanced the dc,bt on five
of our Airbus A320 aircraft and, as a result, eliminated all financial covenants associated with our .
debt instruments. Qur spare parts pass-through certificates issued in November 2006 reqmre'l us to
maintain certain non-financial collateral coverage ratios, which could require us to provide additional
spare parts collateral or redeem some or all of the related equipment notes. At December "[1 2006,
we were in compliance with all .covenants of our debt and lease agreements and 93% of ourjowned
property and equipment was “collateralized. ]

We have operating lease obligations for 47 aircraft with lease terms that expire from 2009 to 2024.
Five of these leases have variable-rate rent payments that adjust semi-annually based on LIBOR We
also lease airport terminal space and other airport facilities in each of our markets, as well as office
space and other equipment. We have $97 million of restticted assets pledged under standby letters of
credit related to certain of our leases, $76 miltion of which will expiré in late 2007 and the 1ema1nder
at the end of the related lease terms. . SR

Our firm aircraft orders at December 31 2006 consisted of 82 Alrbus A320 alrcraft and
78 EMBRAER 190 aircraft scheduled for dehvery as follows: 22 in each of 2007 and 2008, 26 in 2009,
28 in each of 2010 and 2011, 17 in 2012, 11 in 2013 and 6 in 2014. We meet our predelwery dep051t
reqmrements for our aircraft by paylng cash or by using short-term borrowing facilities for|deposits
required six to 24 months prior to delivery. Any predelivery deposits paid by the issuance of notes are
fully repaid at the time of delivery of the related aireraft.

We also have options to acquire 48 additional Airbus A320 alrcraft for delivery from !009
through 2013 and 100 additional EMBRAER 190 aircraft for delivery from 2008 through 2[015 We
can elect to substitute Airbus A321 aircraft or A319 aircraft for the A320 aircraft until 21 months
prior to the scheduled delivery date for those aircraft not on firm order.

In November 2005, we executed a 30-year lease agreement with the Port Authority of New York
and New Jersey, or PANYNI, for the construction and operation of a new terminal at JFK. The
aggregate cost of this project is estimated at $740 million and it is expected to be complete::d in late
2008. We are committed to making various payments under the lease, including ground rents for the
new terminal site which began on lease execution and facility rents that are anticipated tojcommence
upon the date of beneficial occupancy. The facility rents are based on the number of passengers
enplaned out of the new terminal, subject to annual minimums. The PANYNJ reimburses lus for costs
of this project in accordance with the terms of the lease, except for approximately $80 million in
leaschold improvements that will be provided by us. For financial reporting purposes, this’project will

: l
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be accounted for as a financing obligation because we currently do not believe we will qualify for sale
and leaseback accounting due to our continuing involvement in the property following the: '
construction period. Minimum ground and facility rents for this terminal totaling $1.33 billion are
included in the commitments table above as lease commitments and financing obligations.

Anticipated capital expenditures for facility improvements, spare parts and ground purchases for
2007 are projected to be approximately $195 million. Qur commitments also include those of LiveTV,
which has several noncancelable long-term purchase agreements with its suppliers to provide
. equipment to be'installed on its customers’ aircraft, including JetBlue’s aircraft.

We enter into individual employment agreements with each of our FAA-licensed employees.
Each employment agreement is for a term of five years and automatically renews for an additional
five-year term unless either the employee or we elect not to renew it. Pursuant to these agreements,
these employees can only be terminated for cause. In the event of a downturn in our business that
would require a reduction in work hours, we are obllgated to pay these employees a guaranteed level
of income and to continue their benefits. As we are not currently obligated to pay this guaranteed
income and benefits, no amounts related to these guarantees are included in the table above

Off-Balance Sheet Arrangements ‘

None of our operating lease obligations are reflected on our balance sheet. Although some of our
aircraft lease arrangements are variable interest entities, as defined by FASB Intefpretiition No. 46,
Consolidation of Variable Interest Entities, or FIN 46, none of them require consolidation in our
financial statements. The decision to finance these aircraft through operating leases rather than
through debt was based on an analysis of the cash flows and tax consequences of each option and a
consideration of our liquidity requirements. We are responsible for all maintenance, insurance and
other costs associated with operating these aircraft; however, we have not made any re51dual value or
other guarantees to our lessors.

We have determined that we hold a variable interest in, but are not the primary beneﬁc1ary of
certain pass-through trusts which are the purchasers of equipment notes issued by us to finance the
acquisition of new aircraft and certain aircraft spare parts owned by JetBlue and held by such
pass-through trusts. These pass-through trusts maintain liquidity facilities whereby-a third party agrees
to make payments sufficient to pay up to 18 months of interest on the applicable certificates if a
payment default occurs. The liquidity providers for the Series 2004-1 aircraft certificates and the spare
parts certificates are Landesbank Hessen-Thiiringen Girozentrale and Morgan Stanley Capital
Services Inc. The liquidity providers for the Series 2004-2 aircraft certificates are Landesbank
Baden- Wurttemberg and Cltlbank NIA.

We utilize a policy prov1der to provide credit support on the Class G-1- and Class G-2 certificates.
The policy provider has unconditionally guaranteed the payment of interest on the certificates when
due .and the payment of principal on the certificates no later than 18 months after the final expected
regular distribution date. The policy provider is MBIA Insurance Corporation (a subsidiary of
MBIA, Inc.). Financial information for the parent company of the policy provider is available at the
SEC's website at hup://www.sec.gov or at the SEC’s public reference room in Washington D.C.

' " We have a}so made certain guarantees and indemnities to other unrelated partles that are not
reflected on our balance sheet, which we believe will not have a 51gn1ﬁcant impact on our results of
operations, financial condition or cash flows. We have no other off-balance sheet arrangements. See
Notes 2, 3 and 12 to our consolidated financial statements for a more detailed discussion of our
variable interests and other contingencies, including guarantees and indemnities.

Critical Accountmg Policies and Estimates ’

The preparation of our financial statements in conformlty with generally accepted accounting
principles requires management to adopt accounting policies and make estimates and judgments to
develop amounts reported in our financial statements and accompanying notes. We maintain a
thorough process to review the application of our accounting policies and to evaluate the
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appropriateness of the estimates that are tequired to prepare our financials statements. We l'Jelieve

that our estimates and judgments are reasonable; however, actual results and the timing of recognition
of such amounts could differ from those estimates: In.addition, estimates routinely require adjustment
based on changing circimstances and the receipt of new or better information.

Critical -accounting policies and estimates are defined as those that are refiective of significant
judgments and uncertainties, and potentially result in matefially different results under different °
assumptions and conditions. The policies and estimates discussed below have'been reviewed|with our
independent registered public accounting firm and with the Audit Committee ‘of our Board of -
Directors. For a (discussion of these and other accounnng pollc1es see Note 1.to our consolldated
financial statements S \

Passenger revenue. Passenger ticket sales are initially recorded as a component of air traffic
liability. Reveniie is recognized when transportation is provided of when a ticket or customer credit °
expires, as all of our tickets are non-refundable. Upon payment of a change fee, we provide |0ur
customers with'a credit that is recorded in air trafﬁc liability, which expires 12 rnonths from the date
of scheduled travel'if not used. o 1T

L

Accounting for long-lived assets. In accounting for long-lived assets, we make estimates about’.
the expected uselul lives, projected residual values and the potential for lmpalrment In estimating
useful lives and reSIdual values of our aircraft, we have relied upon actual mdustry experience with
the same or 31m1]ar aircraft types and our anticipated utilization of the aircraft. Changmg market
prices of new, and used aircraft, government regulations and changes in our maintenance pro'gram or
operations could result in changes to these estimates. The. amortlzanon of our purchased technology,
which resulted from our acquisition of LiveTV in 2002, is.based on the .average number of alrcraft in -
service and expected to be in service as of the date of their acqu151tlon This method results’ ll‘l an
increasing annual expense through 2009 when the last of these aircraft are expected to be placed mto
service and is adjusted to reﬂect changes in our contractual dehvery sahedule

1

Our long-lived assets are evaluated for impairment at least annually or when events and
circumstances indicate that the assets may be impaired. Indicators include operating or cash Iﬁow
losses, significant decreases in market value or changes in technology. As our assets are all, rt'lanvely
new and we continue, to have positive cash flow, we have not identified any significant impairments
related to our long- hved assets at this time.

. . St

Stock-based compensation. * The adoptlon of SFAS’ 123(R) in 2006 requlred the recordnilg of .
stock-based compensatlon expense for issuances under our stock purchase plan and stock option plan
over their requisite service period using a fair value approach similar to the pro forma disclosure
requirements of Statement of Financial Accounting Standards No. 123, Accounting for Stock:Based
Compensation, or SFAS 123. We use a Black-Scholes-Merton option pricing model to; estimate the fair
value of share-based awards under SFAS 123(R), which is the same valuation technique we previously‘
used for pro forma disclosures under SFAS,123. The Black-Scholes-Merton option pricing model s
incorporates various and highly subjective assumptions. We estimate .the expected term of options
granted using an implied life derived from the results of a lattice mode!, which incorporates ur J
historical exercise and post-vesting cancellation patterns, which we believe are representative of future
behavior. The expected terni for our employee stock’purchase plan valuauon is based on the length of
each purchase perlod as measured at'the beg1nn1ng of the offering perlod We estimate the expected
volatility of our common stock at the grant date using a blend of 75% hlstoncal volatihty of our o
common stock and 25% implied volatility of two-year publ:cly tradeéd opt1ons on our commop stock as’
of the option grant date, Our decision to use a blend of historical and implied volatility was pased v
upon the volume of actively traded options on our common stock and our belief that historical
volatility alone may not be completely representative of future stock price trends. Regardles‘I of the'"
method selected, significant judgment is required for some of the valuation variables, The most . *
significant of these is the volatility, of our common stock and the estimated term over which our stock
options will be outstanding. The valuation calculation is sensitive to even sllght changes.in these .
estimates. . ‘ . o ; B - N T
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« Although there was no impact to our overall cash flows, the adoption 6f SFAS 123(R) did have 4
significant impact on our results of operations. Most of the stock based compensation expense
recorded in'2006 related to our stock purchase plan and stock optlons granted in 2006, as we .
accelérated the vestmg of 20 million outstandmg stock optlons in December 2005.

Lease accoummg We operate airport - facrhtles ofﬁces bulldmgs and alrcraft uader operatmg
leases with minimum lease payments associated with these agreements recognized as rent expense on
a straight-line basis over the expected lease term. Within the provisions of certain leases there are ..
minimum escalations in payments over the base lease term, as well as renewal periods. The effects of
the escalations have been reflected in rent expense on a straight-line basis over the lease term, which
includes renewal periods when it is deemed to be reasonably assured that we would incur an
economic penalty for not renewing. The amortization period for leasehold improvements is the term
used in calculating straight-line rent expense or their estimated’economic life, whichever is shorter.
Had different conclusions been reached with respect to the lease term -and related renewal penods
different amounts of amort1zat|on and rent expense would have been reported.

Derivative mstruments used for azrcrafl fuel We utilize ﬁnancral derlvatrve mstruments to
manage the risk of changrng aircraft fuel prices. We do not purchase or hold any derivative instrument
for trading purposes. At December 31, 2006, we had a $15. million liability related to the net fair value
of our derivative instruments. Since the majority of our financial derivative insfruments are not tradéd
on a market exchange, their fair values are estimated, with the assistance of third: partiés, through the
use of present value methods or standard option value models, with assumptions about commodity
prices based on those observed in.underlying markets. When possible, we designate these instruments
as cash flow hedges for accounting purposes, as defined by Statement-of Financial Accounting
Standards No. 133, Accounting for Derivative Instruments and Hedging Activities, or SFAS 133, which -
permits the deferral of the effective portions of gains. or. losses until contract settlement. . :

SFAS 133isa complex accounting standard requmng that we develop and marntarn a significant
amount of documentatlon related to (1) our fuel hedgmg program "and strategy, (2) statistical analysis
supporting a h1ghly correlated relationship between the’ underlymg commodlty in the der1vat1ve
financial instrument and the risk being hedged (i e. aircraft fuel) on 'both'a hlstorlcal and prospectlve
basis and (3) cash flow designation for each’ hedgrng transaction exechted to be developed B
concurrently with the hedging transaction. This documentation requires that we estimate forward
aircraft fuel prices since, there is.no reliable forward market for aircraft fuel.. These prices are |
developed through the observation of similar commodity futures .prices, such as crude. oil and/or
heating oil, and adjusted based on variations to those like commodmes H1stor1cally, our hedges have
settled within 24 months; therefore, the deferred effective portions of gains and losses have been
recognized into earnings over a relatively short period of time.

Frequent flyer accounting. We utilize a number of estimates in accounting for our TrueBlue
customer loyalty program, which are consistent with industry practices. We record a liability, which
was $4 million as of December 31, 2006, for the estimated incremental cost of providing free travel
awards, including an estimate for partially carned awards. The estimated cost includes incremental
fuel, insurance, passenger food and supplies, and reservation costs. In estimating the liability, we
currently assume that 90% of earned awards will be redeemed and that 30% of our outstanding points

. will ultimately result in awards. Periodically, we evaluate our assumptions for appropriateness,
including comparison of the cost estimates to actual costs incurred as well as the expiration and
redemption assumptions to actual experience. Changes in the minimum award levels or in the lives of
the awards would also require us to reevaluate the liability, potentially resulting in a significant impact
in the year of change as well as in future years.

We also sell TrueBlue points to participating partners. Revenue from these sales is allocated
between passenger revenues and other revenues. The amount attributable to passenger revenue is
determined based on the fair value of transportation expected to be provided when awards are
redeemed and is recognized when travel is provided. Total sales. proceeds in excess of the estimated
transportation fair value is recognized at the time of sale. Deferred revenue was $19 million at
Décember 31, 2006.
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ITEM 7A. QUANTITATIVE‘AND QUALITATIVE DISCLOSURES ABOUT MARKE'il[‘ RISK

The risk inherent in" our market r1sk sensitive instruments and posmons isthe potential loss
arising from adverse changes to the price of fuel and interest rates as discussed below. The S«Ln51t1v1ty
analyses presented do not consider the effects that such adverse changes may have on the ov:erall
economic activity, nor do they consider additional actions we may take to mitigate our exposure to
such changes. Variable-rate leases are not considered market sensitive financial instruments q,nd,

therefore, are not included in the interest rate sensitivity analysis below. Actual results may differ. See

|
Notes 1, 2 and 13 to our consolidated financial statements for accounting pohc1es and additicnal
‘mformatlon T

Aircraft fuel. Our results of operations are affected by changes in the price and availability of
aircraft fuel. To manage the price risk, we use crude or heating oil option contracts or swap
agreements. Market risk is estimated as a hypothetical 10% increase in the December 31, 2006 cost
per gallon of fuel. Based on projected 2007 fuel consumption, such an increase would result 1n an |
increase to aircraft fuel expense of approximately $84 million in 2007, compared to an estlm‘llted
$73 million for 2006 measured as of December 31, 2005. As of December 31, 2006, we had hedged
approximately 38% of cur projected 2007 fuel requ1rements Al hedge contracts ex1st1ng at
December 31, 2006 settle by the end of 2007.

Interest. Our earnings are affected by changes in mterest rates due to the impact those changes
have on interest expense from variable-rate debt instruments and on interest income generated from
our cash and investment.balances. The'interest rate is fixed for $1.03 billion of our debt and Icapital
lease obligations, with the rémaining $1.70 billion having floating interest rates. If interest raies
average 10% higher in 2007 than they did during 2006, our interest expense would increase l:y
approximately $10 million, compared to an estimated $7 million for 2006 measured'as of

December 31, 2005. If interest rates average 10% lower in 2007 than they did during 2006, our interest .

income from cash and investment balances would decrease by approximately $3 million, con{pared to
$2 million for 2006 measured as of December 31 2005. These amounts are determined by cctnmdermg
the impact of the hypothetlcal interest rates on our variable-rate, debt, cash equwalents and
mvestment securities balances at December 31, 2006 and 2005.

)

Fixed Rate Debt. On December 31, 2006, our $425 million aggregate principal amount of

convertible' debt had a total estimated fair value'of $437 million, based on quoted market prices. If
" interest rates were 10% h1gher than the stated rate, the fair valiie of this debt would have been -

$434 million as of December 31 2006 ‘ -

v . *

8

42




ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

JETBLUE AIRWAYS CORPORATION
CONSOLIDATED STATEMENTS OF OPERATIONS
{In millions, except per share amounts) .

" Year Ended December 31,

2006 2005 2004
OPERATING REVENUES R
Passenger . . $ 2,223 . § 1,620 $ 1220
Other .o el 140 ) 81 . _45
Total operating revenues, . .............coeeeviineee...: 0 2363 1,701 - 1,265
OPERATING EXPENSES S
Salaries, wages and benefits . .......... ... ... oL 553 428" 337
Aircraft fuel. ... <. 152 « 488 - 255
Landing feesand otherrents........................... ... 158 , 112 L 92
Depreciation and amortization ................. .00 ii.... oo 151 : 115 . 77
CAIrCralt TNt .o e 103 74 70
Sales and marketing......... .. ... i ... 104. 81 63
. Maintenance.materials and repairs................... ... 87 64 45
Other operating eXpenses .. ...........cccoiiiiueeeenann.. 328 291 215
- Total operating eXpenses. .. ........vvveuerneenennrnnon.. 2236 1,653 " 1,154
OPERATING INCOME . .. .l ............................... 127 48 111
OTHER INCOME (EXPENSE) ' -
Tnterest eXpense ... .....oueuitee e e (173) (107) (53)
Capitalized interest .......... e Toeeeenns e _ .21 16 9
Interest income and other.........,....0.ovirviiiinnnnnn.. 28 19 - 8
Total other income {expense). ........................... (118) (72) . -(36)
INCOME (LOSS) BEFORE INCOME TAXES ............... . 9 . . (29 _‘ .75
Income tax expense (benefit).................. ... ... 10 €)) 29
NET INCOME (LOSS) ... ..ot $ (1) $ (00 $ 46
EARNINGS (LOSS) PER COMMON SHARE:
BaSIC . . ottt e § — $ (013) § 030
Diluted. ... .. e 8 - $ (0.13) § 028

~ See accompanying notes to consolidated financial statements.
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JETBLUE AIRWAYS CORPORATION
CONSOLIDATED BALANCE SHEETS
- .{In millions, except per share data)

ASSETS

CURRENT ASSETS
Cash and cash equivalents. ... ... .. ... i i i,

Investment SECUMILIES .. ...\ttt e e _

Receivables, less allowance (2006-$2; 2005-$1) ...........ocoviit ...
. Inventories, less allowance (2006-3$2; 2005-81)................ ..ot e

Prepaid expenses and other. . ........ ... . . i i e e .

Total CUuITent 5588 . ... v vttt e i e et et e e e

PROPERTY AND EQUIPMENT
Flight equipment............. ... ... ... ... e
Predelivery deposits for flight equipment............. ... .o .

Less accumulated depreciation............ it e

Other property and equipment........ e

Less accumulated depreciation. . ......... .. .. e e ‘

Total property and equipment ..............

OTHER ASSETS
Purchased technology, less accumulated amortization (2006-$36; 2005- $25) .....
Assets constructed for others .......... ... o i i i s

See accompanying notes to consolidated financial statements.
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December 31,
2006 2005
16 $ 6
689 - 478
77 94
27 21
124 36
07 635
© 3111 2,567
I243 298
1354 2,865
l242 180
3112 2,685
422 352
96 59
326 . 293
3,438 2,978
32 43
186 30
120 11
140 - 95
478 279
4843 § 3,892




JETBLUE AIRWAYS CORPORATION
CONSOLIDATED BALANCE SHEETS
(In millions, except per share data)

LIABILITIES AND STOCKHOLDERS’ EQUITY

CURRENT LIABILITIES
Accounts payable . ... ...
Air traffic liability . . . ... ..o
Accrued salaries, wages and benefits. . ................. e e
Other accrued Habilities: ... ..ottt e e
* Short-term BOTTOWINES . . .. ..\ttt
Current maturities of long-term debt and capital leases ............. Ll

Total current Habillties . . .. ..ottt it e i e r it s _
LONG-TERM DEBT AND CAPITAL LEASE OBLIGATIONS. .. .. ‘.' e,

DEFERRED TAXES AND OTHER LIABILITIES
Deferred iNCOME tAXES . ..., .. ...iiuirernnrrraaner it iaas

COMMITMENTS AND CONTINGENCIES

STOCKHOLDERS’ EQUITY
Preferred stock, $.01 par value; 25,000,000 shares authorized, none issued ... ..
Common stock, $.01 par value; 500,000,000 shares authorized, 177,609,253
and 172,621,972 shares issued and outstanding in 2006 and 2005,
respectively. . ... i e
Additional paid-in capital . .............. T
" Retained earmings . ... ....oo.iin et
Accumulated other comprehensive 1088 ...

Total stockholders’ equity . .........cooieiinnnny R R RRERRERRRE

TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY ... .... e

See accompanying notes to consolidated financial statements.
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December 31,

2006 2005
$ 136 $ 99
340 243
73 58
91 53
39 63
175 158
854 676
2,626 2,103
136 116
186 —
- 89 86
411 202
2 2
813 764
144 145
(7 —
952 911
$ 4843 § 3,892




JETBLUE AIRWAYS CORPORATION
CONSOLIDATED. STATEMENTS OF CASH FLOWS
g - (Invmiltions) -

Year Ended Decermber 31,

2006 2005 2004
CASH FLOWS FROM OPERATING ACTIVITIES ; o . :
Net income (10S5). . .o\ ovovennninnnnnn. § (D) $ (20 $ 46
Adjustments to reconcile net income {loss) to net cash '
provided by operating activities:
Deferred income taxes . . ... 10 4) . 29
Depreciation. ..., ... .o i e " 136 101 67
Amortization. .. .. ... et 18 16y 1
Stock-based compensation ... ........ ... oo 21 9] 2
Changes in certain operating assets and liabilities:. -, . ‘ o
Increase inreceivables ... .. .. ... ... . ... ... ... ... ... (12) (28) (20)
Increase in inventories, prepaid and other . ... 0. ... ... ... ' (28) ' (20) (6}
Increase in air traffic liability ... ... .. e . 97 . 69 .39
[ncrease in accounts payable and other accrued hab\lmes ..... : .33 o sa) 21
OUNEL, B « v e e e e et e e e et e e e U - o m 10
- Net cash provided by operating activities. . ................ 274 ’ Co170 199
CASH FLOWS FROM INVESTING ACTIVITIES . o
Capital expenditures . ... ... ... . i (996) (917) (611)
Predelivery deposits for flight equipment .. .. ............ e (106) . (1831 ;o (180)
Assets constructed forothers. ........... .. ... Lol (149) . (24\ _(6)
Proceeds from sale of flight equipment ......... .. R PR _ 154 = —
Refund of predelivery deposus for flight equlpmenl. R A 19 — —
Purchase of held-to-maturity investments . .. .. ... .. e " " (23y (5) (19)
Proceeds from maturities of held-to-maturity investments 1..... ... < 15 ' 'I8[ 25
Purchase of available-for-sale securities. .. ... ..............0.... " (1,002) -(738) - (430)
Sale of available-for-sale securities .................. .. ........ 97 679' 506
Increase in restricted cash and other assets. ... ..., ............ - (16) (8 l ’ (5
Net cash used in investing activities . ..................... (1,307) { 2761 “(720)
CASH FLOWS FROM FINANCING ACTIVITIES o ' ‘
Proceeds from: Co
Issuance of commonstock ... ... ... ... i 28 178 20
Issuance of long-termdebt. . . ... ... ... . ... .. .. ... ..., 855 872 499 -
Aircraft sale and leaseback transactions ........... .. ... ... .. 406 152 —
Short-lerm borrowings . . ... .. ouvnr i e 45 68 44
Construction obligation ...... ... ... . it 179 ——! -
Repayment of long-term debt and capital lease obligations ......... . (390) (117 (77)
Repayment of short-term borrowings . . . .. et e (71} (47;) {(30)
OUMEE, MEL. |, oottt et ettt et e e (15) (13) (19)
Net cash provided by financing activities .. .............. .. 1,037 1,093{, 437
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS . 4 (13|) (84)
Cash and cash equivalents at beginning of period ............... ... ] 19 103
Cash and cash equivalents at end of period . . ............. . ...... P 10 b ﬁf 19

See accompanying notes to consolidated financial statements.
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~ JETBLUE AIRWAYS CORPORATION
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
(In millions)

: Accumulated
Additional Other

Common Paid-In  Retained Unearned ~ Comprehensive
. Shares _ Stock Capital  Earnings Compensation Income (Loss) Total
Balance at Deceinber 31,2003 ... ... 153 $1 $552 $119 $ (8 $ 6 $ 670
Net income. .. ......" S .o = = — - 46 — — 46
* -Change in fair valie of B
derivatives, net of $8 in taxes... — — — - — 13 - 13
Reclassifications into earnings, .
net of $4 intaxes . ....... ... e — - — 6 _(©®
Total comprehensive income. .. ... . 53
Exercise of common stock ‘
options . ........ .. 2 — 4 — — — 4
Tax benefit of oplions exercised .. — — .9 — — — 9
Amortization of unearned ‘
compensation . ............... — —. — — 2 — 2
Stock issued under crewmember ‘ . ,
stock purchase plan . .......... _1 — 16 — — - __16
Balance at December 31,2004 . . . . .. 156 1 58 165 6 13 754
Netloss ...............ot. = - — . (20} — — (20)
Reclassifications into earnings, .
net of 8 in taxes ........... — — — . — . — (13) (13)
Total comprehensive loss. ........ : (33)
Proceeds from secondary offering,
net of offering expenses. . ... ... 13 1 152 — - — — 153
Exercise of common stock ' . .
OpHiONS ... ... i 2 — 6 — — — 6
Tax benefit of options exercised ©.. — — 5 — — — 5
Amortization of unearned '
compensation .. ....... ... — r— — —_ 2 — 2
Stock issued under crewmember
stock purchase plan ........... 2 — 17 -— — — 17
Acceleration of stock options . .... = — 3 4 — 1
Balance at December 31, 2005 . . . . .. 173 2 764 145 - — 211
Netloss . ............ e — — — n - — — (1)
Change in fair value of
» derivatives, net of $5 in taxes. .| — — — — — 7) {0
Total comprehensive loss. ........ {8)
Exercise of common stock . . .
options ... ....... P | — 11 — — — 11
"Stock compensation expense. . . . .. = — 21 — — — 21
Stock issued under crewmember ) '
stock purchase plan . .......... _2 = 17 — — = 17
178 $2 3 813 $ 144 8= (N 952

Balance at December 31,2006 . . . ...

y - -

See accompanying notes to consolidated financial statements.
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JETBLUE AIRWAYS CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2006

JetBlue Airways Corporation is a low-cost passenger airline that provides high quality customer
service at low fares primarily on pomt -to-point routes. We offer our customers a high quality p]loduct
with new alrcraft leather seats, free in-flight entertainment at every seat, pre-assigned seating and
reliable performance. We commenced service in February 2000 and established our primary bage of
operations at New York’s John F. Kennedy International Airport, or JFK, which serves as the -
origination or destination for 62% of our flights. We currently serve 50 destinations in 21 states, Puerto
Rico, Mexico and the Caribbean, LiveTV, LLC, or LiveTV, a wholly owned sub51d1ary, provnde-
in-flight entertainment systems for commercial aircraft, including live in-seat satellite telev1310n digital
satellite radio, wireless aircraft data link service and cabin surveillance systems.

Note 1—Summary of Significant Accounting Policies

Basis of Presentation: Our consolidated financial statements include the accounts of JetBlue
Airways Corporation, or JetBlue, and our subsidiaries, collectively “we” or the “Company" wilth all
intercompany transactions and balances havmg been eliminated. Air transportation services acc ounted
for substantially all the Company’s operations in 2006, 2005 and 2004. Accordingly, segment
information is not provided for LiveTV.

Use of Estimates: We are required to make estimates and assumptions when preparing our .
consolidated financial statements in conformity with accounting principles generally accepted in the
United States that affect the amounts reported in our consolidated financial stateménts and

"accompanying notes. Actual resuits could differ from those estimates. Y

Cash and Cash Equivalents: Cash equivalents consist of short-term, high]y_liquid investments
which are readily convertible into cash with maturities of three months or less when purchased.

Investment Securities: Investment securitics consist of the following: (a),auction rate securities
with auction reset periods less than 12 months, classified as available-for-sale securities and stated at -
fair value; (b) investment-grade interest bearing instruments maturing in 12 months or less, classified
as held-to-maturity investments and stated at amortized cost; and (c) financial derivative instruments
settling within 12 months, stated at fair value, The cost of securities sold is based'on spec1ﬁc
identification.

Inventories: Inventories consist of expendable aircraft spare parts, supplies and alrcraft fuel
These items are stated at average cost and charged to expense when used, An allowance for
obsolescence on aircraft spare parts is provided over the remaining useful life of the related aircraft.

Property and Equipment: 'We record our property and equipment at cost and depreciate these
assets on a straight-line basis to their estimated residual values over their estimated useful live:s. '
Additions, modifications that enhance the operating performance of our assets, and interest replatcd to
predelivery deposits to acquire new aircraft and for the construction of facilities a'ré_éapitalizedj.

Estimated useful lives and residual values for our property and equipment are as follows:

1

Estimated Useful Life Residunl Value

Adrcraft. . ... 25 years ' 2:0%
In-flight entertainment systems ............. 12 years I0%
Aircraft parts. .. ... ... o i Fleet life liO%
Flight equipment leasehold improvements....  Lease term 0%
Ground pi‘operty and equipment............ 3410 years 10%
Leasehold improvements. .................. Lower of 15 years or lease term . 0%

Buildings on leased land . .................. Lease term 0%
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. Property under capital leases are recorded at an amount equal to the present value of future
minimum:lease payments computed on the basis of our incremental borrowing rate, or, when known,
the interest rate implicit in the lease. Amortization of property under capital leases is on a
straight-line basis over the expected useful life and is included in depreciation and amortization
expense.

+

"We ‘record impairment losse$ on long-lived assets used in operations when events and T
circumstances indicate that the assets may be impaired and the undiscounted future cash flows
estimated’to be-generated by these assets are less than the assets’ net book value. If impairment
occurs, the loss is measured by comparing the fair value of the asset to its carrying amount.
Impairment losses are recorded in depreciation and amortization expense. .

In 2006, we sold five Airbus A320 aircraft, which resulted in a gain of $12 million that is included
in other operating expenses. In December 2003, we discontinued development of a maintenance and
inventory tracking system and consequently wrote off $6 million in capitalized costs. Each of these,
items is included in other operating expenses.

| . I s . . .
Restricted Cash:  Restricted cash primarily consists of security deposits and performance bonds
for aircraft and facility leasés and funds held in escrow for estimated workers’ compensation .
obligations. : s ' ' '

Passenger Revenues: Passenger revenue is recognized when the transportation is provided or

after the ticket or customer credit (issued upon payment of a change fee) expires. Tickets sold but not

yet recognized as revenue and unexpired credits are included in air traffic liability.

LiveTV Revenues and Expenses: We account for LiveTV’s revenues and expenses related to the
sale of hardware, maintenance of hardware, and programming services provided, as a single unit in
accordance with Emerging Issues Task Force Issue 00-21, Accounting for Revenue Arrangements with
Multiple Deliverables. Revenues and expenses related to these components are recognized ratably over
the service periods which currently extend through 2014. Customer advances are included in other
liabilities. EE

Airframe and Engine Maintenance and Repair:  Regular airframe maintenance for owned and
leased flight equipment is gHarged 10 expense as incurred unless covered by a third-party services
contract. In 2006 and 2005, we commenced separate ten-year sefvices agreements covering the
scheduled and unscheduled repair of airframe line replacement unit components and the engines on °
our Airbus A320 aircraft. These agreements require monthly payments at rates based either on the
number of cycles eachi aircraft was operated during each month or the number of flight hours each
engine was operated during each month, subject to annual escalations. These payments are expensed-
as the related flight hours or cycles are incurred.

Advertising Costs: Advertising costs, which are included in sales and marketing, are expensed as
incurred. Advertising expense in 2006, 2005 and 2004 was $40 million, $35 million and $27 million,
respectively.

Loyalty Program: We account for our customer loyalty program, TrueBlue Flight Gratitude, by
recording a liability for the estimated incremental cost for points outstanding and awards we expect to
be redeemed. We adjust this liability, which is included in air traffic liability, based on points earned
and redeemed as well as changes in the estimated incremental costs. o

We also sell points in TrueBlue to third parties. A portion of these point sales is deferred and
recognized as passenger revenue when transportation is provided. The remaining portion, which is the
excess of the total sales proceeds over the estimated fair value of the transportation to be provided, is

recognized in other revenue at the time of sale. Deferred revenue for points not redeemed is recorded

upon expiration, |

[ : R . ' . . A
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Income Taxes: We account for income taxes utilizing the liability method. Deferred income taxes
are recognized for the tax consequences of temporary differences between the tax and ﬁnanc1al
statement reporting bases of assets and liabilities. A valuation allowance for net deferréd tax assets is
provided unless realizability is judged by us to be more likely than not.

Stock-Based Compensation: Effective January 1, 2006, we adopted the provisions of Statement of
Financial Accounting Standards 123{(R), Share-Based Payment, and related mterpretatlons, or SFAS
123(R), to account for stock-based compensatlon using the modified prospective transmon method
and therefore will not restate our prior period resulis. SFAS 123(R) supersedes Accountmg Principles
Board Opinion 25, Accounting for Stock Issued to Employees, or APB 25, and revises g'uldance in.
Statement of Financial Accounting Standards 123, Accounting for Stock-Based Compem'at:on or SFAS
123. Among other things, SFAS 123(R) requires that compensation expense be recogmzed in the
financial statements {or share-based awards based on the grant date fair value of those (Ilwards The
modified prospective transition method applies to (a) unvested stock options under our 2002 Stock
Incentive Plan, or the 2002 Plan, and issuances under our Crewmember Stock Purchase [Plan, or CSPF,
outstanding as of December 31, 2005 based on the grant date fair value estimated in accordance with
the pro forma provisions of SFAS 123, and (b) any new share-based awards granted subsequent to
December 31, 2005, based on the grant-date fair value estimated in accordance with the|provisions of
SFAS 123(R). Additionally, stock-based compensation expense includes an estimate for pre-vesting
forfeitures and is recognized over the requisite service periods of the awards on a straight-line basis,
which is generally commensurate with the vesting term.

Prior to January 1, 2006, we accounted for our stock-based compensation plans in accordance -
with APB 25 and related interpretations. Accordingly, compensation expense for a stock| option grant
was recognized only if the exercise price was less than the market value of our common Istock on the
grant date. Compensation expense was not recognized under our CSPP as the purchase pricc of the
stock issued thereunder was not less than 85% of the lower of the fair market value of our common
stock at the beginning of each offering period or at the end of each purchase perlod under the plan.
Prior to our adoption of SFAS 123(R), as required under the disclosure provisions of SF{\S 123, as
amended, we provided pro forma net income (loss) and earnings (loss) per common share for each
period as if we had applied the fair value method to measure stock-based compensation expense.

SFAS 123(R) requires the benefits associated with tax deductions in excess of recognized
compensation cost to be reported as a financing cash flow rather than as an operating cach flow as
prewously required. In 2006, we did not record any excess tax benefit generated from Opl ion exercises.

The table below summarizes the impact on our results of operations for the year enued
December 31, 2006 of outstanding stock options under our 2002 Plan and issuances under our CSPP
recognized under the provisions of SFAS 123(R) (in millions, except per share data):

2006

Stock-based compensation expense:
Issuances under crewmember stock purchase plan. . $ 13

Employee stock options................... ... 8
Income tax expense .......... PP RERTPR e {4)
Decrease in net income (1088). ........vvvvenenrnn. $ 17
' Decrease in earnings (loss) per common share:
Basic ... ... $ 0.09
Diluted ... ..o e £ 0.09

Prior to our adoption of SFAS 123(R), we presented uncarned compensation as a separate
component of stockholders’ equity. In accordance with the provisions of SFAS 123(R), on
January 1, 2006, we reclassified unearned compensation to additional paid-in capital on our balance

sheet. The following table illustrates the effect on net income and earnings per common share as if we
i
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had applied the fair value,method to measure-stock-based compensation, which is described more
fully in Note 7, as-required under the disclosure provisions of SFAS 123 (in millions, except per share

amounts): ;

) PR L .
Year Ended December 31,

L o . 2005 2004
Net income (loss), as reported ... .. ... .ooviiri o $ (200 - % 46
- Add: Stock-based compensation expense included in teported net income c
(1088), Mt Of TAX. ..o\ vt P UL S
Deduct: Stock-based compensation expense determined under the fair.. -
value method, net of tax . . R . .
Crewmember stock purchase plan ... (14) )]
Employee Stotk OPUOMS . - ..+ vveneanenineaeeiineaens o (95) (13)
Pro forma net income (1088) .. ...vovvnerineennnaiiea it §7(121) $ 27
. ' R - . - . I
Earnings (loss) per common share:
Basic — as TEPOIEd . . ... onti ittt $ (0.13) $ 0.30
Basic — pro forma . - e e P . i . $ (0.76) ' $ 0.18
Diluted ~ as reported . ............. aeeeenieaeaaanae ceee e . $(013) -$028

Diluted —proforma /.. ........ . i iietonide.e 0 §(0.76) $ 0.16

L.

In December 2005; we accelerated the vesting of 19.9 million stock options, representing 64% of
the options then outstanding. This action resulted in non-cash, stock-based compensation expense of
$7 million in 2005. Tt also resulted in an increase of $72 million, net of tax, in the pro forma employee
stock option stock-based compensation expense shown above. The decision to accelerate vesting of
these options was made primarily to avoid recognizing the related compensation cost in our future
consolidated financial statements upon our adoption of SFAS 123(R).

! . ]

Qur policy is to issue new shares for purchases;under our CSPP and exercises of stock options
under our 2002 Plan. ., ...  .» < _ C ) ) ‘

. . N

New Accounn'ng Standards: In il‘uly‘2006,_lhe Financial lAécc'Sumi‘ng Standards Board, or FASB,
issued Interpretation 48, Accounting for Uncertainty in Income Taxes—An Interpretation of FASB
Statement 109, or-FIN 48, which clarifies the accounting and.disclosure requirements for uncertainty in
tax positions, as defined. FIN 48 requires a two-step approach to evaluate tax-positions and determine
if they should be recognized in the financial statements. The two-step approach involves recognizing
any tax positions that are*“more likely that not™ to occur and then measuring those positions to .
determine if they are.recognizable in the financial statements. We will adopt FIN 48 on
January 1, 2007 and we do'not believe its adoption will result in a material cumulative-effect
adjustment. i C

In.September 2006, the FASB issued Statement of:Financial Accounting Standards 157, Fair
Value Measurements, or SFAS 157, which defines fair value, establishes a framework for measuring fair
value and requires enhanced disclosures about fair value measurements. SFAS 157 requires companies
to disclose the fair value of its financial instruments according to a fair value hierarchy, as defined and
may be required to provide additional disclosures based on that hierarchy. SFAS 157 is effective for
financial statements issued for fiscal years beginning after November 15, 2007 and interim periods
within those fiscal years. We are currently evaluating the impact adoption of SFAS 157 may have on
our consolidated financial statements.

A 4

" . o . S : o '
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Note 2—Long-term Debt, Short-term Borrowings and Capital Lease Obligations

¥

Long-term debt and the related weighted average interest rate at December 31, 2006 and 2005 .
consisted of the following (in millions):

2006 1005
Secured Debt . : : .
Floating rate equipment notes, due through 2018 (1) ........... % 7720 12% $ 815 6.3%
Floating rate enhanced equipment notes (2)(3)

Class G-1, due through 2016 ........................... wee 0 341 6.0% 287 5.0%

Class G-2, due 2014 and 2016 . ... ... oiii i, 373 62% 373 52%

Class B-1, due 2014 ......ooioeeiinit it 49 84w -

Class C, due through 2008 .................... e T162° 9.0% 222 8.0%
Fixed rate equipment notes, due through 2019............ e 520 6.6% 34 6.3%
Fixed rate special facility bonds, due through 2036 (4) .......... 84 59% 45  6.7%
Unsecured Debt . o .

3%% coavertible debentures due in 2035 (5) .................. 250 250
314% convertible notes due in 2033 (6) ................vi.ia.. 175 175 p
Capital Leases (Note 3) ..........ooovviiiiiiiiniienennain. 75 60% _ --
Total debt and capital lease obligations....................... 2801 - 2,26:51
Less: current maturities. .. ........... PP (175) (1:8)
]

Long-term debt and capital lease obligations .................. $ 2,626 - $2103

(1) Interest rates adjust quarterly or seml annual]y based on the London Interbank Offered Rate or
LIBOR, plus a margin. i !

(2) In November 2006, we completed a public offering of $124 million of pass—through certificates, to
finance certain of our owned aircraft spare parts. Separate trusts were established for each Flass of
these certificates. The entire principal amount of the Class G-1 and Class B-1 certificates ist
scheduled to be paid in a lump sum on the applicable maturity date. The interest rate for all
certificates is based on three month LIBOR plus a margin. Interest is payable quarterly. o

(3) In November 2004 and March 2004, we completed public offerings of $498 million and
- $431 million, respectively, of pass-through certificates, to finance the purchase of 28 new Airbus
A320 aircraft delivered through 2005. Separate trusts were established for each class of thevle
certificates, Principal payments are required on the Class G-1 and Class C certificates quart',rly
The entire principal amount of the Class G-2 certificates is scheduled to be paid in a lump f»um on
the applicable maturity dates. The interest rate for all certificates is based on three month LIBOR
plus a margin. Interest is payable quarterly.

(4) In December 2006, the New York City Industrial Development Agency issued special facility
revenue bends for JFK and, in Noevember 2005, the Greater Orlando- Aviation Authority issued
special purpose airport facilities revenue bonds for reimbursement to us for certain facility
construction and other costs. We have recorded the issuance of $39 million (net of $1 millicn
discount) and $45 million (net of $2 million discount), respectively, as long-term debt on ou:r
consolidated balance sheet because we have issued a guarantee of the debt payments on the
bonds. This fixed rate debt is secured by leasehold mortgages of our airport facilities.

(5) In March 2005, we completed a public offering of $250 million aggregate principal amount of
3%4% convertible unsecured debentures due 2035, which are currently convertible into 14.6 Million
shares of our common stock at a price of approximately $17.10 per share, or 58.4795 shares|per
$1,000 principal amount of debentures, subject to further adjustment. Upon conversion, we have
the right to dehver in lieu of shares of our common stock, cash or a combination of cash and
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shares of our common stock. At any time, we may irrevocably elect to satisfy our conversion
obligation with respect to the principal amount of the debentures to be converted with a
combination of’cash and shares of our common stock. : S :

At any time on or after March 20, 2010, we may redeem ‘any of the debentures for cash at a
redemption price of 100% of their principal amount, plus accrued and unpaid interest. Holders
may require us to repurchase the debentures for cash at a repurchase price equal to 100% of their
principal amount plus accrued and unpaid interest, if any, on March 15, 2010, 2015, 2020, 2025 and
2030, or at any time prior to their maturity upon the occurrence of 'a specified designated ‘
event. Interest is payable semi-annually on March 15 and September 15. "~ '

(6) In July 2‘003. we sold $175 million aggreg?te principal amount of 3'&%' convertible uﬁsecured '

notes due 2033, which are currently convertible inio 6.2 million shares of otr common stock at a _
price of approximately $28.33 per share, or 35.2941"shares per $1,000 principal amount of notes,
subject to further adjustment and certain conditions on conversion. At any time on or after, -
July 18, 2008, we may redeem the notes for cash at a redemption price of 100% of their principal
amount, plus accrued and unpaid interest. Holders may require us to repurchase all or a portion
of their notes for cash on July'15 of 2008, 2013, 2018, 2023, and 2028 or upon-the occurrence of ..
certain designated events at a repurchase price equal to the principal amount of the notes, plus
accrued and unpaid- interest. Interest is payable semi-annually on January 15 and July 15.

Maturities of long-term debt and capital leases for the next five yee.l.rs are as follows (in millions):

2007 e e $ 175
2008 . e e e 229
: 2000 .. [P 136
2000 ... L e B, 139
1) 144

We have funding facilities to finance aircraft predelivery deposits. These facilities allow for
borrowings of up to $77 million through December 2008, of which $38 million was unused as of
December 31, 2006. Commitment fees are 0.5% per annum on the average unused portion of the
facilities. The yvcigh"ted average interest rate on these outstanding short-term borrowings at
December 31, 2006 and 2005 was, 7.1% and 6.1%, réspectively. . . '

- In 2006, we refinanced $123 million of debt associated with five owned Airbus A320 aircraft,
which eliminated all financial covenants associated with our debt agreements. We are subject to
certain collateral ratio requirements in our.spare parts pass-through certificates issued in
November 2006. If we fail to maintain these collateral ratios, we will be required to provide additional
spare parts collateral or redeem some or all of the related equipment notes so that the ratios return to
compliance. In 2006, we sold five owned Airbus A320 aircraft for $154 million and repaid $105 million
in associated debt. Aircraft, engines, predelivery deposits and other equipment and facilities having a '
net book value of $3.17 billion at December 31, 2006 were pledged as security under various loan
agreements. Cash payments of interest, net of capitalized interest, aggregated $133 million, $79 million
and $41 million in 2006, 2005 and 2004, respectively.” '

In June 2006, we filed an automatic shelf registralion statement on Form S-3 with the SEC
relating to.our sale in one or more public offerings of debt securities, pass-through certificates,
common stock, preferred stock and/or other securities: Through December 31, 2006, we had issued a
total of $124 million in sectirities under this registration statement. - S ' ‘

[ . D [

Note 3—Leases

We lease aircraft, as well as airport terminal space, other airport facilities, office space ‘and other
equipment, which expire in various years through 2033. Total rental expense for all operating leases in
2006, 2005 and 2004 was $190 million, $137 million and $120 million, respectively. We have $97 million
in assets that serve as collateral for letters of credit related to certain of our leases, which are included
in restricted cash. | . . o - '
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At December 31, 2006, 47 of the 119 aircraft we operated were leased under operating leases,
with initial lease term expiration dates ranging from 2009 to 2024. Five of the 47 aircraft leases have
variable-rate rent payments based on LIBOR. Forty aircraft leases generally can be renewed at|rates
based on fair market value at the end of the lease term for one or two years. Thirty-seven aircraft
leases have purchase options at the end of the lease term at fair market value and a one-time ﬁ:xed :
price option during the term at amounts that were expected to approximate fair market value at
inception. During 2006, we entered into sale and leaseback transactions for 16 EMBRAER 190
aircraft acqulred durmg the year that are being accounted for as operating leases. We have deferred
$11 million in gains related to these sale and leaseback transactions, which are being recogmzed on a
straight-line basis over the related 18-year lease terms as a reduction to aircraft rent expense.

During 2006, we entered into capital lease agreements for two Airbus A320 aircraft. At _
December 31, 2006, these aircraft are included in property and equipment at a cost of $75 million and
accumulated amortization of $1 million. The future minimum lease payments under these
noncancelable leases are $8 million per year through 2010, $7 million in 2011 and $73 million in the
years thereafter. Included in the future minimum lease payments is $37 million representing mtérest
resulting in a present value of capital leases of $75 million with a current portion of $4 million and a
long-term portion.of $71 million.

Future minimum lease payments under noncancelable operating leases with initiai or remaining
terms in excess of one year at December 31, 2006, are as follows (in millions):

Aircraft  Other Total

2007 .. ... RO SO PRI § 161 § 56§ 217
2008 . e ' 166 50 2;16
2009 ... R PR PP RREEE: 154 36 1?0
2000 . e e e e, 136 34 1;'/'0
7L 127 32 1;59
Thereafter............ e e e e 797 428 1,225
Total minimum op'erating lease paymenAts P, $_1,541 $ 636 '$ 2,1;77

We hold variable interests in 37 of oiir 47 aircraft operating leases, which are owned by single |
owner trusts whose sole purpose is to purchase, finance and lease these aircraft to us. Since we do not
part1c1pate in these trusts and we are not at risk for. losses, we are not required to include these'trusts
in our consolidated financial statements. Our maximum exposure is the remaining lease payments
which are reflected in the future minimum lease payments in the table above.

Note 4—Assets Constructed for Others

In November 2005, we execuled a lease agreement with the Port Authonty of New York and
New Jersey, or PANYNJ, for.the construction and operation of a new terminal at JFK. Under tllns
lease, we are responsible for construction of a 635,000 square foot 26-gate terminal, a parking giarage,
roadways and an AirTrain Connector, all of which will be owned by the PANYNJ and which are
collectively referred to as the Project. The lease term ends on the earlier of the thirtieth anniversary
of the date of beneficial occupancy of the new terminal or November 21, 2039. We have a one-time
early termination option five years prior to the end of the scheduled lease term.

The aggregate cost of the Project is estimated at $740 million and is expected to be completed in
late 2008, We are making various payments under the lease, including ground rents for the new
terminal site which began on lease execution, and facility rents that are anticipated to commence upon
the date of beneficial occupancy. The facility rents are based on the number of passengers: enplalned -
out of the new terminal, subject to annual minimums. The PANYNJ reimburses us for the costs|of
constructmg the Project in accordance with the lease except for appr0x1mately $80 million i n
leasehold improvements that will be provided by us.

We have evaluated this lease and have concluded that we bear substantially all of the constiruction
period risk, as defined in Emerging Issues Task Force Issue 97-10, The Effect of Lessee Involvement in
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Asset Construction. As a result, we are considered the owner of the Project for financial reporting
purposes only and are required to reflect an asset and liability for in-process construction related to
the Project on our balance sheets. To date, we have paid $179 million in Project costs and have
capitalized $7 million in interest, which are reflected as Assets Constructed for Others in the
accompanying consolidated balance sheets. Reimbursements from the PANYNIJ and financing charges
totaled $186 million through December 31, 2006 and are reflected as Construction Obligation in our
consolidated balance sheets. Following the construction period, we do not currently anticipate that we
will have satisfied the sale and leaseback accounting criteria outlined in Statement of Financial
Accounting Standards No. 98, Accounting for Leases, due 1o our continuing involvement in the
property; therefore, the completed project and related liability will remain on our balance sheets and
be accounted for as a financing.

Assets Constructed for Others will be amortized over the shorter of the lease term or their
economic life. Facility rents will be recorded as debt service on the Construction Obligation, with the
portion not relating to interest reducing the principal balance. Ground rents are being recognized on a
straight-line basis over the lease term and are reflected in the future minimum lease payments table
included in Note 3. Minimum estimated facility payments, including escalations, associated with this
lease are estimated to be $19 million in 2008, $29 million in 2009, $33 miilion in 2010, $38 million in
2011 and $905 million thereafter.

Note 5—Stockholders’ Equity

Our authorized shares of capital stock consist of 500 million shares of common stock and
25 million shares of preferred stock. The holders of our common stock are entitled to one vote per
share on all matters which require a vote by the Company’s stockholders as set forth in our Amended
and Restated Certificate of Incorporation and Bylaws. '

We distributed 57 million shares of common stock in connection with our December 2005
three-for-two stock split. All common share and per share data for periods presented in the
accompanying consolidated financial statements and notes thereto give effect to this stock split. .

In November 2005, we completed a'public offering of 12.9 million shares of our common stock at
$12.00 per share, raising net proceeds of $153 million, after deducting discounts and commissions paid
to the underwriters and other expenses incurred in connection with the offering.

Pursuant to our Stockholder Rights Agreement, which became effective in February 2002, each
share of common stock has attached to it a'right and; until the rights expire or are r¢deemed, each
new share of common stock issued by the Company will include one right. Upon the occurrence of
certain events, each right entitles the holder to purchase one one-thousandth of a share of Series A
participating preferred stock at an exercise price-of $35.55, subject to further adjustment. The rights
become exercisable only after any person or group acquires beneficial ownership of 15% or more
(25% or more in the case of certain specified stockholders) of the Company’s outstanding common
stock or commences a tender or exchange offer that would result in such person or group acquiring
beneficial ownership of 15% or more (25% or more in the case of certain stockholders) of the
Company’s common stock. If after the rights become exercisable, the Company is involved in a
merger or other business combination or sells more than 50% of its assets or earning power, each right
will entitle its holder (other than the acquiring person or group) to receive common stock of the
acquiring company having a market value of twice the exercise price of the rights. The rights expire
on April 17, 2012 and may be redeemed by the Company at a price of $.01 per right prior to the time
they become exercisable. ' ' ‘

As of December 31, 2006, we had a total of 74.8 million shares of our common stock reserved for
“issuance under our CSPP, our 2002 Plan and for our convertible debt.
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Note 6—Eammgs (Loss) Per Share

The following table shows how we computed basic. and diluted earnings (loss) per commion share
for the years ended December 31 (dollars in millions; share data in thousands): . .

2006 S 9008 ' 2004

Numerator: . _ _
Net income (loss) applicable to common stockholders ... $ . (1)'$ 20) $ 46
Denominator:
Weighted-average shares outstanding for basic earnings :
(loss) pershare ............oo it 175,113 159889 154,769
Effect of dilutive securities: ' .
Employee stock options.................. e =R = 11403
. Unvested common stock . . . . . e — b
Adjusted weighted-average shares outslanding and V
assumed conversions for diluted earnings (loss) . s .
pershare....... ... 0 175113 159,889 166,214

For each of the years ended December 31, 2006 and 2005, a total 20.8 million shares 1ssuabl|e
upon conversion of our convertible debt were excluded from the diluted earnmgs per share calcillatlon
since the assumed conversion would be anti-dilutive. We also excluded 31.1 million shares in each of
the years ended December 31, 2006 and 2005, and 7.6 million shares issuable upon exercise of
outstanding stock options for the year ended December 31, 2004, from the diluted earnings (loss) per
share computation since their exercise price was greater than the average market price of our common
stock or they were otherwise anti-dilutive. . . '

Note 7—Stock-Based Compensatmn ’ .

Fair Value Assumptions: We use a Black Scholes- Merton option pricing model to estimate 1the
fair value of share-based awards under SFAS 123(R) for issuances under our CSPP and our 2002 Plan.
This is the same valuation technique we previously used for pro forma disclosures under SFAS 123.
The Black-Scholes-Merton option pricing model incorporates various and highly subjective
assumptions, including expected term and expected volatility. We have reviewed our historical pattern
of option exercises and have detefmined that meaningful differences in option exercise activity elmsted
among employee job categories. Therefore, for all stock options granted after January 1, 2006, we
have categorized these awards into three groups of employees for valuation purposes. We have
determined there were no meaningful differences in employee actmty under our CSPP due to the
broad-based nature of the plan.

t. . .
We estimate the expected term of optlons granted using an 1mpl:ed life derived from the results
of a lattice model, which mcorporates our historical exercise and post-vesting employment termination
patterns, which we believe are representatwe of future behavior. The expected term for our CSPP .
valuation is based on the length of each purchase period as measured at the beginning of the offé 2ring
period. :

We estimate the expected volatility of our common stock at the grant date using a blend of 75%
historical volatility of our common stock and 25% 1mplled volatility of two-year publicly traded
options on our common stock as of the option grant date. Our deciston to use a blend of hlstoncal
and implied volatility was based upon the volume of actwely traded optlons on our common stock and
our belief that historical volatlllly alone may not be completely representatlve ‘of future stock pru,e
trends.

Our risk-free interest rate assumption is determined using the Federal Reserve nominal rates for
U.S. Treasury zero-coupon bonds with maturities similar to those of the expected term of the aw:lrd
being valued. We have riever paid any cash dividends on our common stock ‘and we do not antlc:lpate
paying any cash dividends in the foreseeable future. Therefore, we assumed an expected dividend
yield of zero. :
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Additionally, SFAS 123(R) requires us 10 estimate pre-vesting option forfeitures at the time of

. grant and periodically revise those estimates in subsequent periods if actual forfeitures differ from
those estimates. We record stock-based compensation expense only for those awards expected to vest
using an estimated forfeiture rate based on our historical pre-vesting forfeiture data. Previously, we
accounted for forfeitures as they occurred under the pro forma disclosure pr0v1510ns of SFAS 123 for
periods prior to 2006. R .

A

1

The fo]lowmg table shows our assurnptlons used to cbmpute the stock-based compensation
expense and pro forma 1nf0rmat10n for stock option grants and purchase rights under our CSPP
issued for the years ended Décember 31: :

- ' N |
L

o A ‘ Stock Options | :
) 2006 2005 2004
_Expected term (years) ............................ 4.1-7.0 2559 2.5-59
+ - Expected volatility of common.stock. . . .. e 441% - 380% . -381%
Ris_k-fre;e interest rate............ e . -4.8% 4.0% ) _3.1%
Weighted average fair value of stock options ........ $ 532 $ 518 $ 617
g | . CSPP
. ' . . : ! 2006 t2005 - © 2004
Expected term (years) ...... U PR © 0520 0520 0520
Expected volatility of common stock ...... e Ll  445% " 38.0% 38.1%
Risk-free interest rate. .................loieiinan. T 50% 3.9% 2.0%
: Welghted average fair value of purchase rlghts ...... .. $ 375, § 433 § 595

Unrecognized stock-based- compensation expense was appr0x1mately $35 million as of - .
December 31, 2006, relating to a total of nine million unvested stock options under our 2002 Plan and
purchase rights under our CSPP. We expect to recognize this stock-based compensation expense over:
a weighted average period of approximately three years. The total fair value of stock options vested -
during the years ended December 31, 2006, 2005 and 2004 was approximately $2 mllllon $126 million”
and $15 ml]llon respecnvely

Crewmember Stock Purchase Plan Our CSPP, 'which is avaiizable to all 'employee:s, had
5.1 million shares of our common stock initially reserved for issuance at its inception in April 2002.
The reserve automatically increases each January by an amount equal to 3% of the total number of
shares of our common stock outstanding on the last trading day in December of the prior calendar
year. In no event will any such annual increase exceed 9.1 million shares. The plan will terminate no
later than the last business day of April 2012,

The plan has a series of successive overlapping 24-month offering periods, w1th a new offermg
penod beginning on the first business day of May and November each year. Employees can only join
an offering peériod on the start date and participate in one offering period at a time. Employees may
contribute up to 10% of their pay, through payroll deductions, toward the purchase of common stock
at the lower of 85% of the fair market value per share at the beginning of the offering period or on
the purchase date. Purchase dates occur on the last business day of April and October each year.

If the fair market value per share of our common stock on any purchase date within a particular
offering period is less than the fair market value per share on the start date of that offering period,
then the participants in that offering period will automatically be transferred and enrolled in the new
two-year offering period which will. begm on the next business day following such purchase date and
the related purchase of shares. During 2006, 2005 and 2004, certain participants were automatically
transferred and enrolled in new offering periods due to decreases in our stock price.

Should we be acquifed by merger or sale of substantially all of our assets or more than 50% of
our outstanding voting securities, then all outstanding purchase rights will automatically be exercised
immediately prior to the effective date of the acquisition at a price equal to the lower of 85% of the
fair market value per share on the start date of the offering period in which the participant is enrolled
or 85% of the fair market value per share immediately prior to the acquisition. '
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The following:-is a summary of CSPP share reserve activity for the years'ended December 31:
' ' . 2006 L _w0s . 2004 |
. Weighted - Weighted o .| Weighted
i . . . 7 Shares Average Sha_res Average 'S_hares Average
Available for future purchases, S ' ' o
beginning of year............. 13,706,245 10,577,175 ' . 7,540,233
Shares reserved for issuance (1).. 5,178,659 T 4690645 - 4593110
Common stock purchased ....... (1,976,052) $'873 (1,561,575) $ 10.83 gl=556116 \ $ 10.09
Available for future purchases, - - o
end of year.......... e 16,908,852 13,706,245 10,577,175
Stal Fhoa _. . "

(1) On January 1, 2007, the number of shares reserved for issuance was increased by’ 5,328,277 shares.

Stock Incentive Plan: The 2002-Plan, which includes stock options 1ssued durmg 1999 through
2001 under a previous plan as well as all options issued since, provxdes for incentive and non; quallﬁed
stock options to be granted to certain employees and members of our Board of Directors. The 2002
Plan became effective following our-initial public offering. Prior to January 1, 2006, stock optlons
under the 2002 Plan became exercisable when vested, which occurred in annual installments Df three
to seven years. For issuances under the 2002 Plan beginning in 2006, we revised the vesting tl,rms 50
that all options granted now vest in equal installments over a period of three. or five years, or “upon
the occurrence of a change in control. All options issued under’ thc 2002 Plan explre ten years from
the date of grant. Our policy is to grant options with the exercise price equal to the market price of
the underlying common stock on the date of grant. The number of-shares reserved for issuance will
automatically increase each January by an amount-equal to 4% of the total number of shares! of our
common stock outstanding on the Iast trading day in December of the prior calendar year. In no event
will .any such annual increase- ex«,eed 12.2 million shares. The 2002 Plan will terminaté no latér than
December 31, 2011. . a4 : o . . .

The following is a summary of stock option actmty for the years ended Décember 31
i A

C . 2006 o . 2005 - . 2004
Weighted - . .- Weighted , ... Weighted
, Average . Average ., Average
. 4 Exercise Exercise e Exercise

! Shares © ' Price , -+ Shares- + Price ¥, Shares Price

Qutstanding at beginning of ! e . .
vear ...................:. . 31,086422 .5 11.52 26,966,499 $ 1054 24,229,518 § 872
Granted. ...... e . 4,360,949 . 1143 6,600,006 . 1353 - 4957950 16.90
Exercised. ............ e . (3011 260) . .35 (1,779,598), 3.16 , (1,695,065) - 2.59
Forfeited and expired . . ........ (1,346,366)  14.13 ° _ (700,485) 1407 - . (525904}, 1230
Qutstanding at end of year. ... 31,089,745 ~ , 12.13 . 31,086,422 11.52. " 26,966,499 10.54
Vested at end of year .. .. R 24,881,786 11.86 2'8,41_1,718(1) 1113 5 962,386 574

Available for future grants (2) .. 6,022,883 ) . 2,132.587 o 1 777 914

(1} Includes 19.9 million shares associated wnh our December 2005 stock optlon acceleranon
dlscussed in Note 1. . .o o

’

(2) On January 1, 2007, the number of shares reserved for issuance was mcreased by 7 104,370 shares.

'R SO . i r
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The following is a'summary of outstanding stock options at December 31; 2006:

Options Qutstanding Options Vested

Weighted Weighted .
‘ Average  Weighted Aggregate Average  Weighted Aggregate
L : .- Remaining Average  Intrinsic - Remaining Average  Intrinsic
Range of Contractual Exercise Value Contractual Exercise  Value
exercise prices Shares Life (years) _ Price (millions) Shares Life (years) 'Pﬁce (millions)
$0.33 to $14.15.... 20,779,698 64  § 9.11 §$ 110 16220209 58 § 853 " §95
$14.53 1o $29.71. .. 10,310,047 7.5 18.23 —" _8661,577 7.2 © 1810 0 —
31,089,745 6.8 1213 § 110 24,881,786 6.3 118  §95 '

[

The total intrinsic value, determined as of the date of exercise, of options exercised clu'ring the
twelve months ended December 31, 2006, 2005 and 2004 was $25 million, $19 million and $24 million,
respectively. We received $11 million, $6 million and $4 million’in cash from option exercises for the
twelve months ended December.31, 2006, 2005 and 2004, respectwely ) o

oo

Note 8—LiveTV

Purchased technology, which is an intangible asset related to our September 2002 acquisition of
the membership interests of LiveTV, is being amortized over seven years based on the average
number of aircraft expected to be in service as of the date of acquisition. Projected amortization
expense is $11 million, $13 million and $8 million in 2007, 2008 and 2009, respectively.

Through December 31, 2006, LiveTV had installed in-flight entertainment systems for other
airlines on 231 aircraft and had firm commitments for installations on 185 additional aircraft scheduled
to be installed through 2012, with options for 187 additicnal instailations through 2017. Revenues in
2006, 2005 and 2004 were $29 million, $19 million and $6 million, respectively. Deferred profit on
hardware sales and advance deposits for future hardware sales included in long term liabilities in the
accompanying consolidated balance sheets was $27 million and $21 million at December 31, 2006 and
2005, respectively. Deferred profit to be recognized on installations completed through
December 31, 2006 will be approximately $4 million per year through 2009, $1 million in both 2010
and 2011 and $4 million thereafter. :

Note 9—Income Taxes

The provision (benefit) for income taxes consisted of the followmg for the years ended .
December 31 (m millions): S

2006 2005 2004

Current: . .o " L Sy !
Federal. | . . i i e et $— §$— 5 (1)
State and foreign . ... ... e ‘ — —

Deferred: : o ‘ ' ) .
Federal. ... ooueee e, e ) 9 (4) . 28
State and foreign.................. PO e e 1 —. 2

Income tax expense (benefit) ................... U i, $10 . S (4 $29
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The effective tax rate on income (loss) before income taxes differed from the federal income tax
statutory rate for the years ended December 31 for the following reasons (in millions):

2006 2005 2004

Income tax expense (benefit) at statutory rate. .... . $ 3" 8% (8) %26

Increase {(decrease) resulting from:

State income tax, net of federal benefit. ... . .. TP — (2)- 1 ,
Stock-based compensation . .......... ... ool e 4 3 1
Non-deductible meals and entertainment .................... ... "2 1 1
Valuation allowance. . ... ...t e e ' 1 2 —
Total income 1ax expense (benefit). ... ...l $10 $(4) $/29

Cash peyme,rrts' for income taxes were zero in 2006 and $1 million in'both 2005 and 2004.

The net deférred taxes below include.a current net deferred tax asset of $25 million and a

long-term net deferred tax liability of $136 million at December 31, 2006, and a current net deferred

tax asset of $10 million and a long-term net deferred tax liability of $116 million at
December 31, 2005.

The components of our deferred tax assets and llabilmes as of December 31 are as follows
millions):

(in

L ' ‘ 2006° 2005
Deferred tax assets: oo .
Net operating loss carryforwards..:...4............ T e . $.233. 8% 230
Employee benefits .................. e e 13 J 9
Gains from sale and leaseback of aircraft . .....:...... PR 11 5
Tax credits carryforwards . :...... A S 5 4
Rent expense.......... e e e PR -7 3
Deferred revenue'. ... . . S S SR 19 T6
Derivative losses. .. ... e e e T 6 -
18 14 173 S PP P 10 « - [8
Valuation allowance . ................ e e (3) (2)
Deferred tax assets. .. ..o it iii i 301 - 2‘63
Deferred tax liabilities: ‘ . - .
Accelerated depreciation. .................... P e (412) . (369) ,
Net deferred tax liability . ..................coooiimiiiiiininnn $ (111)  § (106)

For financial reporting purposes, a valuation allowance has been recognized at December 3!

|
1, 2006

to reduce the deferred tax assets associated with certain of our state income tax net operating loss

carryforwards, as realization is not likely. o

At December 31, 2006, we had regular and alternative minimum tax net operatmg loss
carryforwards of $612 million and $439 million, respectively, available for carryforward to redum
tax liabilities of future years. The net operating loss carryforwards begin to explre in 2021 for fe
purposes and between 2010 and 2027 for state purposes. -

Note 10—Employee Retirement Plan

> the
deral

We sponsor a retirement savings 401(k) defined contribution plan, or the Plan, covering all

of our

employees. We match 100% of our employee contributions up to 3% of their compensation in cash
which then vests over five years. Participants are immediately vested in their voluntary contrlbulllons
We have a profit sharing retirement plan as a separate component of the Plan for all of our employees

under which an award pool consisting of 15% of our pre-tax earnings, adjusted for stock option

compensation expense, subject to Board of Director approval, is distributed on a pro rata basis based
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on employee compensation. These contributions vest immediately. Qur contributions expensed for the
Plan in 2006, 2005 and 2004 were $13 million, $8 million and $19 million, respectively. Our 2005
contributions were all related to our 401(k) plan match. Y
Note 11—Commitments »

At December 31, 2006, our firm aircraft orders consisted of 82 Airbus A320 aircraft, 78
EMBRAER 190 aircraft and 29 spare engines scheduled for defivery through 2014, Committed
expenditures for these aircraft and related flight equipment, inciuding estimated amounts for
contractual price escalations and predelivery deposits, will be approximately $775 million in 2007,
$835 million in 2008, $965 million in 2009, $1.03 billion in 2010, $1.00 billion in 2011 and $1.10 billion
thereafter. We have options to purchase 48 Airbus A320 aircraft scheduled for delivery from 2009
through 2013 and 100 EMBRAER 190 aircraft scheduled for delivery from 2008 through 2015. Debt
financing has been arranged for seven of our twelve Airbus A320 aircraft deliveries, and lease
financing has been arranged for eight of our tén EMBRAER 190 aircraft déliveries scheduled for

2007. ;

.- Our commitments also include those of LiveTV, which has several noncancelable long-term
purchase agreements with its suppliers to provide equipment to be installed on its customers® aircraft,
including JetBlue’s aircraft. Committed expenditures to these suppliers are approximately $36 million
in 2007, $6 million in 2008, $4 million in 2009 and $3 million in both 2010 and 2011,

]

We enter into individual employment agreements with each of our FAA-licensed employecs,
which include pilots, dispatchers and technicians. Each employment agreement is for a term of five
years and automatically renews for an additional five-year term unless either the employee or we elect
not to renew it by giving at least 90 days notice before the end of the relevant term. Pursuant to these
agreements, these employees can only be terminated for cause. In the event of a downturn in-our
business that would require a reduction in work hours, we are obligated to pay thesé employees a
guaranteed level of income and to continue their benefits. None of our employees are covered by
collective bargdining agreements with us. T - : '

the 12—Contingenbies o . Lo I - , o

The Company is party to legal proceedings and claims that arise c:.luringr the ordinary course of
business. We believe that the ultimate outcome, of these matiers will not have a material adverse
effect upon our financial position, results of operations or cash flows. ’

We self-insure a portion of our losses from claims related to workers’ compensation,
environmental issues, property damage, medical insurance for employees and general liability. Losses
are accrued based on an estimate of the ultimate aggregate liability for claims incurred, using standard
industry practices and our actual experience.

We are a party to many routine contracts under which we indemnify third parties for various
risks. Thesé¢ indemnities consist of the following: )

All of our bank loans, including our aircraft and engine mortgages, contain standard provisions
present in loans of this type which obligate us to reimburse the bank for any increased costs
associated with continuing to hold the loan on our books which arise as a result of broadly defined
regulatory changes, including changes in reserve requirements and bank capital requirements. These
indemnities would have the practical effect of increasing the interest rate on our debt if they were 10
be triggered. In all cases, we have the right to repay the loan and avoid the increased costs. The term
of these indemnities matches the length of the related loan up to 12 years.

Under both aircraft leases with foreign lessors and dircraft and engine mortgages with foreign
lenders, we have agreed to customary indemnitiés concerning withholding tax law changes under
which we are responsible, should withholding taxes be' imposed, for paying such amount of additional
rent or interest as is necessary to ensure that the lessor or lender still receives, after taxes, the rent
stipulated in the lease or the interest stipulated under the loan. The term of these indemnities matches
the length of the related lease up to 18 years. .. ; . o
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We have various leases with respect to real property, and various agreements among alrllnes
relating to fuel consortia or fuel farms at airports, under which we have agreed to standard language
indemnifying the lessor against environmental liabilities associated with the real property or
operations described under the agreement, even if we are not the party respensible for the initial
event that caused the environmental damage. In the case of fuel consortia at airports, these-
indemnities are generally joint and several among the participating airlines. We have purchased a
stand alone environmental liability insurance policy to help mitigate this exposure. Our existing
aviation hull and liability policy includes some limited environmental coverage when a clean up is part
of an associated single identifiable covered Joss.

Under certain contracts, we indemnify specified parties against legal liability arising out of actions
by other parties. The terms of these contracts range up to 30 vears. Generally, we have liability
insurance protecting ourselves for the obligations we have undertaken relative to these indemnities.

LiveTV provides product warranties to third party airlines to which it selis its products and
services. We do not accrue a liability for product warranties upon sale of the hardware since revenue
is recognized over the term of the related service agreements of up to 13 years. Expenses for !warranty-
repairs are recognized as they occur. In addition, LiveTV has provided indemnities against any claims
which may be brought against its customers related to allegations of patent, Irademark copyright or
license infringement as a result of the use of the LiveTV systems. ‘

We are unable to estimate the potential amount of future payments under the'féregoing
indemnities and agreements. . . : o
Note 13—Financial Instruments and Risk Management . E .

We maintain cash and cash equivalents with various high quality financial institutions or in -
short-term duration high quality debt securities. Investments in highly-liquid debt securities are stated
at fair value, which approximates cost. The majority of our receivables result from the sale of 'tickets
to individuals, mostly through the use of major.credit cards. These receivables are short-term,
generally being settled shortly after the sale. As of December 31, 2006 and 2005, the fair value of our
$425 million aggregate amount of convertible debt, based on quoted market prices, was $437 nf1illion
and $438 million, respectively. The fair value of our other long-term debt, which. approximated its
carrying value at December 31, 2006 and 2005, was estimated using discounted cash flow analy51s
based on our current incremental borrowing rates for instruments with similar terms, The carrvmg
values of all other financial instruments approximated their fair values at December 31, 2006 and
2005. :

Investment securities, excluding fuel hedge derivatives, at December 3, 2006 and 2005 consxsted
of the following (in mllllons)

¥

_2006 2005 *
Available-for-sale securities: ' : : 1
Student loan bonds . .................... e veee $-399  $:407
Asset-backed securities. .. ...... .. o e 25 64
Commercial paper...................... e S 52 =
' 676 471
Held-to-maturity secorities: : ‘
Corporate bonds ........ ... . ..ol e 3 5
: . 476

—
o

=
N

&
&2
oh
o0
o
1=

|

3

The carrying values of available-for-sale and held-to-maturity securities approximate fair value.
There were no material realized gains or losses on these investments for the years ended
December 31, 2006, 2005 or 2004. Contractual maturitics of available-for-sale securities at
December 31, 2006 consisted of $52 million maturing in 2007 and $624 million maturing after 2024.

We are exposed to the effect of changes in the price and availability of aircraft fuel. To manage
this risk, we periodically purchase crude or heating oil option contracts or swap agreements. Prices for
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these commodities are normally highly correlated to aircraft fuel, making derivatives of them effective
at offsetting aircraft fuel prices to provide some short-term protection against a sharp increase in
average fuel prices. We have agreements whereby cash deposits are required if market risk exposure
exceeds a'Specified threshold amount. The fair values of our financial derivative instruments are
estimated through the use of standard optlon value models and/or present value methods since these
instruments are not_ actively traded on a market exchange. The following is a summary of our

derivative contracts (in millions, except as otherwise indicated):

' ‘ - : 2006 2005
At December 31: : ' ' ,
Fair value of derivative instruments at year end . ................... .., .. 08 (15 3 2
Longest remaining term (months) ...... P T SERE 12 12
Hedgedvolume(barrels).........................................."... 4,077 3,225

2006 2005 © 2004

Year ended December 31

Hedge effectiveness net gains (losses) recogmzed in aircraft fuel expense.. $ (4} $ 43 ' § 37
Hedge ineffectiveness net gains recognized in other income (expense) . — — —
Othér fuel derivative net losses recognized in other income (expense}. . . .' . 5 — —
Percentage of actual consumption economically hedged . ................ 64% 22% 42%

As of December 31; 2006, 93% of our outstanding derivative contracts were designated as cash -
flow hedges for accounting purposes. While outstanding. these contracts-are recorded at fair value on
the balance sheet with the effective portion of the change in their fair value being reflected in
accumulated other comprehenswe income (loss). At December 31, 2005, none of our derivative
contracts were designated as cash flow hedges.

Ineffectiveness results when the change in the total fair value of the derivative instrument does
not exactly equal the change in the value of our expected future cash outlays to purchase aircraft fuel.
To the extent that the periodic changes in the fair value of the hedging instruments are not effective,
the ineffectiveness is recognized in other i 1nc0me (expense) immediately. Likewise, if a hedge ceascs to
qualify for hedge accounting, those periodic changes in the fair value of the derivative instruments are
recognized in other income (expense) in the period of the change. When aircraft fuel is consumed and
the related derivative contract settles, any gain or loss previously deferred in other comprehensive
income is recognized in aircraft fuel expense.

Any outstanding financial derivative instruments expose us to credit loss in the event of
nonperformance by the counterparties to the agreements, but we do not expect any of our four .
counterpartics to fail to meet their obligations. The amount of such credit exposure is generally the
unrealized gains, if any, in such contracts. To manage credit risks, we select counterparties based on
credit assessments, limit overall exposure to any single counterparty and monitor the market position
with each counterparty. We do not use derivative instruments for trading purposes.
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Note 14—Quarterly Financial Data (Unaudited)

Quarterly results of operations for the years ended December 31 are summarized below (i
millions, except per share amounts):

First Second Third

Fourth

.. Quarter Quarter Quarter Cuarter (2)
2006 (1)
Operating Tevenues. .. ........c.ooeeeveenrnns $ 490 $ 612 $ 628 $ 633
Operating income (loss}...................... (29) 47 4 64
Net income (1088). . ....ooviiiiiiiieea .. (32) 14 — 17
Basic earnings {loss) pershare ................ $ (0.18) $ 008 $§ — § 0.10
Diluted earnings (loss) per share .............. $ (0.18) $ 008 3 — $ 010
2005 ’ |
Operating TeVenUeS . .. ..ovvtieeneanannnnnenen $ 373 $ 429 $ 453 $ 446
Operating income (loss)...................... 25 40 .14 (31)
Net income (loss).........:..... e . 6 ‘ 13 3 (42)
Basic earnings (loss) per share ................ $ 004 $ 0.08 $0.02 i$ (0.25)
Diluted earnings (loss) per share ............... % 004 $ 0.08 $0.02 $ (0.25)

(1) ,During the third and fourth quarters of 2006, we sold five Airbus A320 aircraft, which resulted in

a gain of $7 million and $5 million, respectively.

{2) During the fourth quarter of 2005, we recorded $7 million in non-cash stock-based compensation

expense related to the acceleration of certain stock options and wrote-off $6 million in
development costs related to a maintenance and inventory tracking system that was not
implemented.

The sum of the quarterly earnings per share amounts does not equal the annual amount erorted
since per share amounts are computed independently for each quarter and for the full year based on
respective weighted-average common shares outstanding and other dilutive potential common shares.




‘Report of Independent Registéred Public ‘Accounting Firm

The Board of Directors and Stockholders Co
JetBlue Airways Corporation

We have audited the accompanying consolidated balance sheets of JetBlue Airways Corporation
as of December 31, 2006 and 2005, and the related consolidated statements of operations,
stockholders’ equity, and cash flows for each of the three years in the period ended -

December 31, 2006. These financial statements are the responsibility of the Company’s management.
Our responsibility is to express an opmlon on these financial statements based on our audits.

We conducted our audlts in accordance ‘with the standards of the Pubhc Company Accountmg
Oversight Board (United States). Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as-evaluating the overall financial statement prescntatlon We
believe that our audits prov1de a reasonab]e basis for our opmlon

In our opinion, the ﬁnanc1a1 statements referred to above present fairly, i in all material respccts
the consolidated financial position of JetBlue Airways Corporation at December 31, 2006 and 2005,
and the consolidated results of its operations and its cash flows for each of the three years in the
penod ended December 31, 2006, in conforrnlty with U.S. generally accepted accounting principles.

As discussed in Note 1 to the consohdated ﬁnanc1a1 statements in 2006 the Company changed its
method of accounting for share-based compensation.

We also have audited, in a'ccdrdancc with the standards of the Public Company Accounting
Oversight Board (Umted States), the effectiveness of JetBlue Airways Corporation’s internal control
over financial reporting as of December 31, 2006 based on criteria established in Internal
Control—lntegrated Framework issued by the Committee of Sponsonng Organizations of the
Treadway Commission and our report dated February 12, 2007 expréssed an unqualified opinion
thereon. :

/s/ Ernst & Young LLP

New York, New York . -
February 12, 2007 : : : ‘

B
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Report of Independent Registered Public Accounting Firm: .

The Board of Directors and Stockholders
JetBlue Airways Corporation ) .

We have audited management’s assessment, included in.the accompanying Management’s|Report
on Internal Control Over Financial Reporting that JetBlue Airways Corporation maintained effective
internal control over financial reporting as of December 31, 2006, based on criteria estabhshecl in -
Internal Control—Integrated Framework issued by the Committee of Sponsoring; Orgamzatlons of the
Treadway Commission {the COSO criteria). JetBlue Airways Corporation’s management is re',ponﬂble
for maintaining effective internal contrel over financial reporting and for its assessment of thel
effectiveness of internal control over financial reporting. Our responsibility is to express an opinion on
management’s assessment and an opinion on the effectiveness of the COmpanys mternal control over
financial reporting based on our audit. :

. We conducted our audlt in accordance with the standards of the Public Company Accounting . .
Oversight Board (United States). Those standards require that we plan and perform the auditlto
obtain reasonable assurance about whether effective internal control over financial reporting was
maintained in all material respects. Our audit included obtaining an understanding of lnternallcontrol
over financial reporting, evaluating management’s assessment, testing and evaluating the design and
operating effectiveness' of internal control, and performing such other procedures as we con51dered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opmlon

A company’s internal control over financial reporting is a process designed to provide reaoonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles. A company’s internal
control over financial reporting includes those policies and procedures that (1) pertain to the
maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions land
dispositions of the assets of the company; (2) provide reasonable adsurance that transactions are
recorded as necessary lo permit preparation of financial statements in accordance with generally
accepted accounting principles, and that receipts and expenditures of the company are being made
only in accordance with authorizations of management and directors of the company; and (3) lprovide
reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or
disposition of the company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or
detect misstatements. Also, projections of any evaluation of effectiveness to future periods are subject
to the risk that controls may become inadequate because of changes in conditions, or that the 'degree
of compliance with the policies or procedures may deteriorate. ‘

In our opinion, management’s assessment that JetBlue Airways Corporation maintained effective
internal control over financial reporting as of December 31, 2006 is fairly stated, in all materlall
respects, based on the COSO criteria. Also, in our opinion, JetBlue Airways Corporation maintained,
in all material respects, effective internal control over financial reporting as of December 31, 2006
based on the COSO criteria.

We also have audited, in accordance with the standards of the Public Company Accountmg
QOversight Board {United- States), the consolidated balance sheets of JetBlue Airways Corporauon as
of December 31, 2006 and 2005, and the related consolidated statements of operations, stockholclers
equity, and cash flows for each of the three years in the period ended December 31, 2006 of JeltBlue
Airways Corporation and our report dated February 12, 2007 expressed an unqualified opinior
thereon,

fs/ Emnst & Young LLP

New York, New York
February 12, 2007
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.reporting.

ITEM 9. CHANGES IN AND DISAGREEMENTS‘WITH ACCOUNTANTS ON ACCOUNTING
AND FINANCIAL DISCLOSURE

-
v

None.
ITEM 9A. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

5

We maintain disclosure controls and procedures (as deﬁned in Rule 13a-15(¢) under. the -
Exchange Act) that are de51gned to ensure that information requ;red to be disclosed by us in reports
that we file under the Exchange Act is recorded, processed, summarized and reported as specified in
the SEC’s rules and forms and that such information required to be disclosed by us in reports that we
file under the Exchange Act is accumulated and communicated to our management, including our
Chief Executive Officer, 6r'CEO, and our'Chief Financial Officer, or CFO, to allow tlmely decisions
regarding required dlsclosure Managemem with the’ participation of our CEO and CFOQ, performed
an evaluatior of the effectiveness of our disclosure controls and procedures as of December 31, 2006.
Based on that evaluation, our CEQ and CFO concluded that cur disclosure controls and procedures
were effective as of December 31, 2006.

' . . . .
v o . 4 . ) . (Y

Management’s Report on Internal Control Over Fmanclal Reporting

Our managemem is responsnble for estabhshmg and maintaining adequate internal control over
financial reporting (as defined in Rule 13a-15(f) .under the Exchange Act). Under the supervision and
with the participation of our management, including our CEO and CFO, we conducted an evaluation
of the effectiveness of our internal control over financial reporting based on the framework in Internal
Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the
Treadway Commission. Based on that evaluation, our management concluded that our internal control
over financial reporting was effective as of December 31, 2006.

Our management’s assessment of the effectiveness ‘of our intern_al control over financial reporting
as of December 31, 2006 has been audited by Ernst & Young LLP, an independent registered public
accounting firm, as stated in their report which is included elsewhere herein.

[y

. Changes in Internal Control c S v e " '

There were no changes in our lnternal conlrol over ﬁnanc1al reporting identified in connectlon
with the evaluation of our controls performed during the quarter ended December 31, 2006 that have
materially affected, or are reasonably likely to materially affect, our internal control over financial

" . [ r.
ITEM 9B. OTHER INFORMATION o

None.
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PART IIT . *

*

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCI

()

Code of Ethics

We have adopted a Code of Ethics within the meaning of Item 406(b) of SEC Regulation S-K.
This Code of Ethics applies to our principal executive officer, principal financial officer and p:’mmpal
accounting officer. This Code of Ethics is publicly available on our website at
http:/finvestor jetblue.com. 1f we make substantive amendments to this Code of Ethics or grant any
waiver, including any implicit waiver, we will disclose the nature of such amendment or waiver on our
website or in a report on Form 8-K within four days of such amendment or waiver.

Audit Committee Financial Expert

Our Board of Directors has determined that at least one person serving on the Audit Committee
is an “audit committee financial expert” as defined under Item 407(d)(5) of SEC.Regulation 5-K. Our
Board of Directors has determined that Neal Moszkowski, the Chair of the Audit COmmittecl, is an
“audit committee financial expert” and is independent as defined under applicable SEC and Masdaq
rules.

Information relating to executive officers is set forth in Part I of this report following Item 4
under “Executive Officers of the Registrant.” The other information required by this ltem wnlll be
included in and is incorporated herein by reference from our definitive proxy statement for our 2007
Annual Meeting of Stockholders to be held on May 9, 2007 to be filed with the SEC pursuan{ to
Regulation 14A within 120 days after the end of our 2006 fiscal year, or our Proxy Statement! i

ITEM 11. EXECUTIVE COMPENSATION

The information required by this Item will be included in and is incorporated herein by reference
from our Proxy Statement.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND
MANAGEMENT AND RELATED STOCKHOLDER MATTERS |

Equity Compensation Plan Information

The table below provides information relating to our equity compensation plans (including
individual compensation arrangements) under which our common stock is authorized for issuance as
of December 31, 2006, as adjusted for stock splits:

Number af securities
remaining .wallahle for
Welghted-merage future i |ssuance under *
Number of securities to  exercise price of  equity compensatlon

be issued upon cxercise outstanding plans (excludmg
of outstanding uplmns, options, warrants  securities reflected in
Plan Category warrants and rights and rights first column)

Equity compensation plans approved by

security holders ... ....................... 34,162,438 $ 11.82 19,859,040
Equity compensation plans not approved by

security holders ... ... ... ... ... . ... — — —

Total - oo oo 34,162,438 $ 11.82 19,859,040

The number of shares reserved for issuance under our Crewmember Stock Purchase Plan and
2002 Stock Incentive Plan automatically increases on January 1 each year by 3% and 4%, resf)ectivcly,
of the total number of shares of our common stock outstanding on the last trading day in De:cember
of the prior calendar year. See Note 7 to our consolidated financial statements for further information
regarding the material features of the above plans.
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The other information required by this Item will be included in and is incorporated herein by
reference from our Proxy Statement.

4

ITEM 13, CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR
INDEPENDENCE

The information required by lhlS Item will be included in and is incorporated herein by reference
from our Proxy Statement.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The information _réquired'by this Item will be included in and is incorporated herein by reference
frot our Proxy statement.

" PART IV

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

1. Financial statements:
Consolidated Balance Sheets—December 31, 2006 and December 31, 2005
Consolidated Statements of Operatlons—-For the years ended December 31 2006
2005 and 2004 :
Consolidated Statements of Cash Flows—For the years ended December 31, 2006,
"2005 and 2604
Consolidated Statements of Stockholders’ Equlty—For the years ended
December 31, 2006, 2005 and 2004 .
Notes to Consolidated Financial Statements
Reports of Independent Registered Public Accounting Firm,

2. Financial Statement Schedule:

Report of Independent Registered Public Accounting Firm on 'S-1
Financial Statement Schedule : :
Schedule II—Valuation of Qualifying Accounts and Reserves . S-2-

All other schedules have been omitted because they are inapplicable, not .
required, or the information is included elsewhere in the consolidated ﬁnancxal
statements or notes thereto. )

3. Exhibits: See accompanying Exhibit Index included after the signature page of
this report for a list of the exhibits filed or furnished with or incorporated by
reference in this report. .
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the
registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly

authorized.
4
) JETBLUE AIRWAYS CORPORATION
{Registrant)
Date: February 14, 2007 - By /s HOLLY NELSON

Senior Vice President and Controller
"(principal accounting officer)

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been|signed
below by the following persons on the 14th of February,2007 on behalf of the registrant and in the
capacities indicated.

Signature Capacity
/st DAVID NEELEMAN Chief Executive Officer and Director
David Neeleman ' (Principal Executive Officer) o o B
/s/ JOHN HARVEY Executive Vice President and
John Harvey ' Chief Financial Officer
(Principal Financial Officer)
fsi HOLLY NELSON = - Senior Vice President and Controller
Holly Nelson (Principal Accounting Officer)
fs/ DAVID BARGER , Director, .
David Barger '
Is/ DAVID CHECKETTS Director . 5 _ ‘
David Checketts . . 1 s
/s/ KIM CLARK . ‘Director ' " ‘ '
Kim Clark . -
/s! VIRGINIA GAMBALE Director - , ' }
Virginia Gambale . _ |
s/ ANGELA GITTENS ., Director
Angela Gittens
fst NEAL MOSZKOWSKI Director
Neal Moszkowski
/s/ JOEL PETERSON Direqtor
Joel Peterson
fsf FRANK SICA Director
Frank Sica
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Exhibit Index

.

2.1 o Membershlp Interest Purchase’ Agreement among Harris Corporatlon and Thales
' Av1on1cs [n-Flight Systems, LLC'and In-Flight Liquidating, LLC and Glenn S. Latta and
’ Jeffrey A. Frisco and Andreas de Greef and JetBlue Airways Corporation, dated as of
September 9, 2002 relating to the interests in LiveTV, LLC—incorporated by reference
to Exhibit 2.1 to our Current Report on Form 8-K dated September 27, 2002.

31 Amended and Restated Certificate of Incorporarion of JetBlue Airways Corporation
—incorporated by reference to Exhibit 3.1 to the Registration Statement on Form S-1,
as amended (File No. 333-82576).

32 - Amended and Restated Certificate of Incorporation of JetBlue Airways Corporation
—mcorporated by reference to Exh1b1t 3.1 to our Current Report on Form 8-K dated
July 10;,2003. ‘ : - -
. . ! . o
33 ' " Amended and Restated Bylaws of JetBlue Airways Corporation—incorporated by

reference to Exhibit 3.2 to the Reglstratlon Statement on Form S-1, as amended
(File No. 333-82576). ~ -,

34 ‘ Certificate of Designation of Series A Part1c1pat1ng Preferred Stock dated April 1, 2002
S —1ncorporated by reference to Exhibit 3.2 to our Current Report on Form 8-K dated
July 10, 2003.

4.1 Specimen Stock Certlﬁcate—lncorporated by reference to Exhibit 4 1 to the Registration
Statement on Form S-1, as amended (File No. 333-82576).

472 . Amended and Restated Registration Rights Agreement, dated as of August 10, 2000, by
. and-among JetBlue Airways Corporation and the Stockholders named therein
—incorporated by reference to Exhibit 4.2 to the Registration Statement on Form S-1,
+as amended (File No. 333-82576).

42(a) + Améndment No. 1, dated as of June 30, 2003, to Amended and Restated Registration
Rights Agreement, dated as of August 10, 2000, by and among JetBlue Airways
Corporation and the Stockholders named therein—incorporated by reference to
Exhibit 4.2 to the Reégistration Statement on Form 8-3, filed on July 3,-2003, as amended
on Tuly 10, 2003.(File No. 333-106781).. « o ‘

4.2(b) Amendment No. 2, dated as of October 6, 2003; to Amended and Restated Registration
Rights Agreement, dated as of August 10, 2000, by and among JetBlue Airways
Corporation and the Stockholders named therein—incorporated by reference to
.Exhibit 4.9 to the ‘Registration Statement on Form S§-3, ﬁled on October 7, 2003
(File No. 333-109546). . .

4.2(c) Amendment No. 3, dated as of October 4, 2004, to Amended and Restated Registration
‘ ‘Rights Agreement, dated as of August 10, 2000, by-and among JetBlue Airways
Corporation and the Stockholders named therein—incorporated by reference to
Exhibit 4.1 to our Current Report on Form 8-K/A dated October 4, 2004,

43 “Régistration Rights Agreement, dated as of July 15, 2003, among the Company and .~
Morgan Stanley & Co. Incorporated, Raymond James & Associates, Inc. and Blaylock &
Partners, L.P—incorporated.by reference to Exhibit 4.2 to our Quarterly Report on
Form 10-Q for the quarterly period ended June 30, 2003.

4.4 Summary of Rights to Purchase Series A Participating Preferred Stock—incorporated by
- reference to Exhibit 4.4 to the Registration Statement on Form $-1, as amended
(File No. 333-82576).
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4.5

4.6

47
4.7(a)
4.7(b)

4.7(c)

4.7(d)

4.7(e)

4.7(f)

4.7(g)

4.7(h)

Stockholder Rights Agreement—incorporated by reference to Exhibit 4.3 to our Annual
Report on Form 10-K for the year ended December 31, 2002.

Indenture, dated as of July 15, 2003, between JetBlue Airways Corporation and
Wilmington Trust Company, as Trustee, relating to the Company’s 3%2% Convertible

Notes due 2033—incorporated by reference to Exhibit 4.1 to our Quarterly Repoirt on
Form 10-Q for the quarterly period ended June 30, 2003

Form of Three-Month LIBOR plus 0.375% JetBlue Airways Pass Through Certlﬁcate
Series 2004-1G-1-O—incorporated by reference to Exhibit 4.1 to our Current Report on
Form 8-K dated March 24, 2004, )

Form of Three-Month LIBOR plus 0.420% JetBlue Airways Pass Through Certiflicate
Series 2004-1G-2-O—incorporated by reference to Exhibit 4.2 to our Current Report on
Form 8-K dated March 24, 2004.

Form of Three-Month LIBOR plus 4.250% JetBlue Airways Pass Through Certullcate
Series 2004-1C-O—incorporated by reference to Exhibit 4.3 to our Current Report on
Form 8-K dated March 24, 2004.

Pass Through Trust Agreement, dated as of March 24, 2004, between JetB]ue Airways
Corporation and Wilmington Trust Company, as Pass Through Trustee, made W1lh
respect to the formation of JetBlue Airways Pass Through Trust, Series 2004- 1GH1-0
and the issuance of Three-Month LIBOR plus 0.375% JetBlue Airways Pass Through
Trust, Series 2004-1G-1-0O, Pass Through Certificates—incorporated by reference to
Exhibit 4.4 to our Current Report on Form 8-K dated March 24, 2004(1).

Revolving Credit Agreement (2004-1G-1), dated as of March 24, 2004, between
Wilmington Trust Company, as Subordination Agent, as agent and trustee for the
JetBlue Airways 2004-1G-1 Pass Through Trust, as Borrower, and Landesbank
Hessen-Thiiringen Girozentrale, as Primary Liquidity Provider—incorporated by,
reference to Exhibit 4.5 to our Current Report on Form 8-K dated March 24, 2004 .

Revolving Credit Agreement (2004-1G-2), dated as of March 24,.2004, between

. Wilmington Trust Company, as Subordination Agent, as agent and trustee for the

JetBlue Airways 2004-:1G-2 Pass Through Trust, as Borrower, and Landesbank
Hessen-Thiiringen Girozentrale, as Primary Liquidity Provider—incorporated by,
reference to Exhibit 4.6 to our Current Report on Form 8-K dated March 24, 2004.

Revolving Credit Agreement (2004-1C), dated as of March 24, 2004, between
Wilmington Trust Company, as Subordination Agent, as agent.and trustee for the
JetBlue Airways 2004-1C Pass Through Trust, as Borrower, and Landesbank
Hessen-Thiiringen Girozentrale, as Primary Liquidity Provider—incorporated by
reference to Exhibit 4.7 to our Current Report on Form 8-K dated March 24, 20104

Deposit Agreement (Class G-1), dated as of March 24, 2004, between ermmgton Trust
Company, as Escrow Agent, and HSH Nordbank AG, New York Branch, as Deposntary
—incorporated by reference to Exhibit 4.8 to our Current Report on Form 8-K 'dated
March 24, 2004. .

Deposit Agreement (Class G-2), dated as of March 24, 2004, between Wllmmgton Trust
. Company, as Escrow Agent, and HSH Nordbank AG, New York Branch, as Deposrlary

—incorporated by reference to Exhlbrt 49. to our Current Report on Form 8-K dated
March 24, 2004.
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4.7(i)

4.7(j)

4.7(k)

4.70)

4.7(m)

4.7(n)’

4.7(0).

4.7(p)

Deposit Agreement (Class C), dated as of March 24, 2004, between Wilmington Trust
Company, as Escrow Agent, and HSH Nordbank AG, New York Branch, as Depositary
—incorporated by reference to Exhibit 4.10 to our Current Report on Form 8-K dated
March 24, 2004. : I

Escrow and Paying Agent Agreement (Class G-1), dated as of March 24, 2004, among
Wilmington Trust Company, as Escrow Agent, Morgan Stanley & Co. Incorporated,
Merrill Lynch, Pierce, Fenner & Smith Incorporated, Citigroup Global Markets Inc. and
Credit Lyonnais Securities (USA) Inc., as Underwriters, Wilmington Trust Company, as
Pass Through Trustee for and on behalf of JetBlue Airways Corporation Pass Through

) Trust 2004-1G-1-0, as Pass Through Trustee, and Wilmington Trust Company, as Paying

Agem—mcorporated by reference to Exhibit 4.1 to our Current Report on Form 8-K
dated March 24, 2004.

Escrow and Paying Agent Agreemem (Class G-2), dated as of March 24, 2004, among

Wllmmgton Trust Company, as Escrow Agent, Morgan Stanley & Co. Incorporated,

Merrill Lynch, Pierce, Fenner & Smith Incorporated, Citigroup Global Markets Inc. and
Credit Lyonnais Securities (USA) Inc., as Underwriters, Wilmington Trust Company, as

Pass Through Trustee for and on behalf of JetBlue Airways Corporation Pass Through
« Trust 2004-1G-2-0O, as Pass Through Trustee, and Wilmington Trust Company, as Paying

Agent—incorporated by reference to Exhibit 4.12 10 our Current Report on Form 8-K
daled March 24, 2004

Escrow and Paying Agent Agreement (Class C), dated as of March 24, 2004, among
Wilmington Trust Company, as Escrow Agent, Morgan Stanley & Co. Incorporated,
Merrill Lynch, Pierce, Fenner & Smith Incorporated, Citigroup Global Markets Inc. and
Credit Lyonnais Securities (USA) Inc., as Underwriters, Wilmington Trust Company, as
Pass Through Trustee for and on behalf of JetBlue Airways Corporation Pass Through
Trust 2004-1C-O, as Pass Through Trustee, and Wilmington Trust Company, as Paying
Agent—incorporated by reference to Exhibit 4.13 to our Current Report on Form 8-K
dated March 24, 2004.

ISDA Master Agreement, dated as of March 24, 2004, between Morgan Stanley Capital
Services Inc., as'’Above Cap Liquidity Facility Provider, and Wilmington Trust Company,
as Subordination Agent for the JetBlue Airways Corporation Pass Through Trust

2004-1G-1-O—incorporated by reference to Exhibit 4.14,to our Current Report on Form. -

8-K dated March 24, 2004(2).- .,

Schedule to the ISDA Master Agreement, dated as of March 24, 2004, between Morgan
Stanley Capital Services Inc., as Above Cap Liquidity Facility Provider, and Wilmington
Trust Company, as Subordmatlon Agent for the JetBlue Airways Corporation Pass

, Through Trust 2004-1G-1-O—incorporated by reference to Exhibit 4.15 to our Current

Report on Form 8-K 'dated March 24, 2004.

* Schedule to'the ISDA Master Agreement, dated as of March 24, 2004, between Morgan

Stanley Capital Services, Inc., as Above Cap Liquidity Facility Provider, and Wilmington
Trust Company, as Subordination Agent for the JetBlue Airways Corporation Pass
Through Trust 2004-1G-2-O—incorporated by reference to Exhibit 4.16 to our Current

., Report on Form 8-K dated March 24, 2004,

Schedule to the ISDA Master Agreement, dated as of March 24, 2004, between Morgan
Stanley Capital Services, Inc., as Above Cap Liquidity Facility Provider, and Wilmington
Trust. Company, as Subordination Agent for the JetBlue Airways Corporation Pass
Through Trust 2004-1C-O——incorporated by reference to Exhibit 4.17 to our Current
Report on Form 8-K dated March 24, 2004.
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4.7(q)

4.7(r)

4.7(s)

4.7(t)

4.7(u)

47(v)

4.7(w)
4.7(x)
" 4.7(y)

4.7(z)

4.7(aa)

4.7(ab)

Class G-1 Above Cap Liquidity Facility Confirmation, dated March 24, 2004, betw

Morgan Stanley Capital Services Inc., as Above Cap Liquidity Facility. Provider, a'nd

Wilmington Trust Company, as Subordination Agent—incorporated by reference {
Exhibit 4.18 to our Current Report on Form 8-K dated March 24, 2004.

‘e

- Class G-2 Above Cap Liquidity Facility Confirmation, dated March 24, 2004, betvi

i
. 1

0 |
|

|

‘cen

Morgan Stanley Capital Services Inc., as Above Cap Liquidity Facility Provider, and

Wilmington Trust Company, as Subordination Agent—incorporated by reference {
Exhibit 4.19 to our Current ‘Report on Form 8-K dated March 24, 2004

Class C Above Cap Liquidity Facility Confirmation, dated March 24, 2004, betwe::
Morgan Stanley Capital Services Inc., as Above Cap Liquidity Facility Provider, and
" Wilmington Trust Company, as Subordination Agent—incorporated by reference f

Exhibit 4.20 to our Current Report on Form 8-K dated March 24, 2004,

Guarantee, dated March 24, 2004', of Morgan Stanley Capital Services Inc. with re

to the Class G-1 Above Cap Liquidity Facility—incorporated by reference to Exh
4.21 to our Current Report on Form 8-K dated March 24, 2004,

Guarantee, dated March 24, 2004, of Morgan Stanley Capital Services Inc. with re;

to the Class G-2 Above Cap Liquidity Facility—incorporated by reference to Exh
4.22 to our Current Report on Form 8-K dated March 24, 2004.

Guarantee, dated March 24, 2004, of Morgan Stanley Capital Services Inc. with re

O

n

O

spect
ibit .

spect
{bit

spect

to the Class C Above Cap Liquidity Facility—incorporated by reference to Exhibit 4.23

to our Current Report on Form 8-K dated March 24, 2004.
Insurance and Indemnity Agreement, dated as of March 24, 2004 among MBIA

Insurance Corporation, as Pohcy Provider, JetBlue Airways Corporation and Wilnington

Trust Company, as Subordination Agent—incorporated by reference to Exhibit 4.
our Current Report on Form 8-K dated March 24, 2004.

MBIA Insurance Corporation Financial Guaranty Insurance Policy, dated
March 24, 2004, bearing Policy Number 43567(1) issued to Wilmington Trust Com

.as Subordination Agent for the Class G-1 Certificates—incorporated by reference

Exhibit 4.25 to our Current Report on Form 8-K dated March 24, 2004.

MBIA Insurance Corporation Financial Guaranty Insurance Policy, dated
March 24, 2004, bearing Policy Number 43567(2} issued to Wilmington Trust Com
as Subordination Agent for the Class G-2 Certificates—incorporated. by reference

“Exhibit 4.26 to our Current Report on Form 8-K dated March 24, 2004.

Intercreditor Agreement, dated as of March 24, 2004, among Wilmington Trust

’4 to

pany,
to

pary,
to

Company, as Pass Through Trustee, Landesbank Hessen- Thiiringen Girozentrale,

as

Primary Liquidity Provider, Morgan Stanley Capital Services, Inc., as Above-Cap I

Liquidity Provider, MBIA Insurance Corporation, as Policy Provider, and Wilming
Trust Company, as Subordination Agent—incorporated by reference to Exhibit 4..
our Current Report on Form 8-K dated March 24, 2004.

Note Purchase Agreement, dated as of March 24, 2004, a}mong'JetBlue Airways

Corporation, Wilmington Trust Company, in its separate capacities as Pass Throug
i
rated ‘

Trustee, as Subordination Agent, as Escrow Agent and as Paying Agent—incorpo
by reference to Exhibit 4.28 to our Current Report on Form 8-K dated March 24,

Form of Trust Indenture and Mortgage betweén JetBlue Airways Corporation, as

Owner, and Wilmington Trust Company, as Mortgagee—incorporated by reference

Exhibit 4.29 to our Current Report on Form 8-K dated March 24, 2004. -
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4.7(ac)

4.8

4.8(a)

4.8(b)

4.8(c)

4.8(d)y

4.8(e)

4.8(f)

4.8(g)

4.8(h)

4.8(i)

Form of Participation Agreement amiong JetBlue Airways Corporation, as Owner, and
Wilmington Trust Company, in its separate capacities as Mortgagee, as Pass Through
Trustee and as Subordination Agent—incorporated by reference to Exhibit 4.30 to our
Current Report on Form 8-K dated March 24, 2004,

Form of Three-Month LIBOR plus 0.375% JetBlue Airways Pass Through Certificate
Series 2004-2G-1-0O, with attached form of Escrow Receipt—incorporated by reference
to Exhibit 4.1 to our Current Report on Form 8-K dated November 9, 2004,

Form of Three-Month LIBOR plus 0.450% JetBlue Airways Pass Through Certificate
Series 2004-2G-2-0, with attached form of Escrow Receipt—incorporated by reference
to Exhibit 4.2 to our Current Report on Form 8-K dated November 9, 2004.

Form of Three-Month LIBOR plus 3.1'00% JetBlue Airways Pass Through Certificate
Series 2004-2C-O, with attached form of Escrow Receipt—incorporated by reference to

. Exhibit 4.3 to our Current Report on-Form 8-K dated November 9, 2004.

Pass Through Trust Agreement, dated as of November 15, 2004, betweeﬁ JetBlue
Airways Corporation and Wilmington Trust Company, as Pass Through Trustee, made

" with respect to the formation of JetBlue Airways Pass Through Trust, Series

2004-2G-1-O and the issuance of Three-Month LIBOR plus 0.375% JetBlue Airways
Pass Through Trust, Series 2004-2G-1-Q, Pass Through Certificates—incorporated by
reference to Exhibit 4.4 to our Current Report on Form 8-K dated November 9, 2004(3).

Revolving Credit Agreement (2004-2G-1), dated as of November 15, 2004, between
Wilmington Trust Company, as Subordination Agent,.as agent and trustee for the
JetBlue Airways 2004-2G-1 Pass Through Trust, as Borrower, and Landesbank
Baden-Wiirttemberg, as Primary’Liquidity Provider—incorporated by reference to
Exhibit 4.5 to our Current Report on Form 8-K dated November 9, 2004.

. . 1
- Revolving Credit Agreement (2004-2G:2), dated as of November 15, 2004, between

Wilmington Trust Company, as Subordination Agent, as agent and trustee for the
JetBlue Airways 2004-2G-2 Pass Through Trust, as Borrower, and Landesbank
Baden- Wurttemberg, as Primary Liquidity Provider-—incorporated by reference to
Exhibit 4.6 to our Current Report on Form 8-K dated November 9, 2004.

Revolvmg Credit Agreement (2004-2C), dated as of November 15, 2004, between
Wilmington Trust Company, as Subordination Agent, as agent and trustee for the
JetBlue Airways 2004-2C Pass Through Trust, as Borrower, and Landesbank
Baden-Wiirttemberg, as Primary Liquidity Provider—incorporated by reference to
Exhibit 4.7 to our Current Report on Form 8-K dated November 9, 2004,

Deposit Agreement (Class G-1), dated as of November 15; 2004, between Wilmington
Trust Company, as Escrow Agent, and HSH Nordbank AG, New York Branch, as
Depositary—incorporated by reference to Exhlblt 48 to our Current Report on Form
8-K dated November 9, 2004. d

Deposit Agreement (Class G-2), dated as of November 15, 2004, between Wilmington
Trust Company, as Escrow Agent, and HSH Nordbank AG, New York Branch, as
Depositary—incorporated by reference to Exhibit 4.9 to our Current Report on Form
8-K dated November 9 2004.

Deposit Agreement (Class C), dated as of November 15, 2004, between Wilmington
Trust Company, as Escrow Agent, and HSH Nordbank AG, New York Branch, as
Depositary—incorporated by reference to Exhibit 4.10 to our Current Report on Form
8-K dated November 9, 2004.
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4.8()

4.8(k)

4.8(1)

4.8(m)

4.8(n)

4.8(0)

4.8(p)

4.8(q)

* Schedule to the ISDA Master Agreement dated as of November 15, 2004, between

Escrow and Paying Agent Agreement {Class G-1), dated as of November 15, 2004,
among Wilmington Trust Company, as Escrow Agent, Morgan Stanley & Co.
Incorporated, Citigroup Global Markets Inc., HSBC Securities (USA) Inc. and J .II’.
Morgan Securities, Inc., as Underwriters, Wilmington Trust Company, as Pass Through
Trustee for and on behalf of JetBlue Airways Corporation Pass Through Trust
2004-2G-2-O, as Pass Through Trustee, and Wilmington Trust Company, as Paying Agent
—incorporated by reference to Exhlblt 4. 11 to our Current Report on Form 8-K dated
November 9, 2004. —

Escrow and Paying Agent Agreement {(Class G-2), dated as of November 15, 2004,
among Wilmington Trust Company, as Escrow Agent, Morgan Stanley & Co.
Incorporated, Citigroup Global Markets Inc., HSBC Securities (USA) Inc. and J.E.
Morgan Securities, Inc., as Underwriters, Wilmington Trust Company, as Pass Thr-laugh
Trustee for and on behalf of JetBlue Airways Corporation Pass Through Trust
2004-2G-2-0, as Pass Through Trustee, and Wllmmgton Trust Company, as Paying Agent
—incorporated by reference to Exhibit 4.12 to our Current Report on Form 8-K dated
November 9 2004. :

Escrow and Paymg Agent Agreement (Class.C), dated as of November 15 2004, , dmong
Wilmington Trust Company, as Escrow Agent, Morgan Stanley & Co. Incorporated
Citigroup Global Markets Inc., HSBC Securities (USA) Inc. and J.P. Morgan Securmes
Inc., as Underwriters, Wilmington Trust Company, as Pass Through Trustee for and on
behalf of JetBlue Airways Corporatlon Pass Through Trust 2004-2C-0O, as Pass Through
Trustee, and Wilmington Trust Company, as Paying Agent—incorporated by reference to
Exhibit 4.13 to our Current Report on Form 8-K dated November 9, 2004.

ISDA Master Agreement, ddted as of November 15, 2004, between Citibank, N.Al, as
Above Cap Liquidity Facility Provider, and Wilmington Trust Company, as

Subordination Agent for the JetBlue Airways Corporation Pass Through Trust
2004-2G-1-O—incorporated by reference to Exhibit 4.14 to our Current Report on Form
8-K dated November 9, 2004(4). '

Citibank, N.A., as Above Cap Liquidity Facility Provider, and Wilmington Trust
Company, as Subordination Agent for the JetBlue Airways Corporation Pass Through
Trust 2004-2G-1-O—incorporated. by reference to Exhlblt 4.15 to our Current Report on
Form 8-K dated November 9, 2004.

Schedule to the ISDA Master Agreement, dated as of November 15, 2004, between
Citibank, N.A., as Above Cap Liquidity Facility Provider, and Wilmington Trust
Company, as Subordination Agent for the JetBlue Airways Corporation Pass Through
Trust 2004-2G-2-O—incorporated by reference to Exhibit 4.16 to our Current Report on
Form 8-K dated November 9, 2004. .

Schedule to the ISDA Master Agreement, dated as of November 15, 2004, between
Citibank, N.A., as Above Cap Liquidity Facility Prov1der and Wilmington Trust

- Company, as Subordination Agent for the JetBlue Airways Corporation Pass Through

Trust 2004-2C-O—incorporated by reference to Exhibit 4.17 to our Current Report on
Form 8-K dated November 9, 2004.

Class G-1 Above Cap Liquidity Facility Confirmation, dated November 15, 2004,
between Citibank, N.A., as Above Cap Liquidity Facility Provider, and W11m1ngton Trust
Company, as Subordination Agent—incorporated by reference to Exhibit 4.18 to our
Current Report on Form 8-K ‘dated November 9, 2004,
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48(r) -  Class G-2 Above Cap Liquidity Facility Confirmation, dated November 15, 2004,
between Citibank, N.A., as Above Cap Liquidity Facility Provider, and Wilmington Trust
Company, as Subordination Agenl—incorporaled by reference to Exhibit 4.19 to our
Current Report on Form 8-K dated Novémber 9, 2004. :

4.8(s) Class C Above Cap Liquidity Facility Confirmation, dated November 15, 2004, between
Citibank, N.A., as Above Cap Liquidity Facility Provider, and Wilmington Trust
Company, as Subordination Agent—incorporated by reference to Exhibit 4.20 to our
Current Report on Form 8-K dated November 9, 2004. ‘

4.8(t) " Insurance and Indemnity Agreement, dated as of November 15 2004, among MBIA
Insurance Corporation, as Policy Provider, JetBlue Alrways Corporation and Wilmington
Trust Company, as Subordination Agent and Trustee—incorporated by reference to
Exhibit 4.21 to our Current Report on Form 8-K dated November 9,.2004.

4.8(u) MBIA Insurance Corporation Financial Guaranty Insurance Pollcy, dated .
November 15, 2004, bearing Policy Number 45243 issued to Wilmington Trust Company,
as Subordination Agent for the Class G-1 Certificates—incorporated by reference to

Exhibit 4.22 to our Current Report on Form 8-K dated November 9, 2004,

4.8(v) MRBIA Insurance Corperation Financial Guaranty Insurance Policy, dated -
November 15, 2004, bearing Policy Number 45256 issued to Wilmington Trust Company,
as Subordination Ageat for the Class G-2 Certificates—incorporated by reference to
Exhibit 4.23 to our Current Report on Form 8-K dated November 9, 2004,

4.8(w) Intercreditor Agreement, dated as of November 15, 2004, among Wilmington Trust
Company, as Pass Through Trustee, Landesbank Baden-Wiirttemberg, as Primary
Liquidity Provider, Citibank, N.A., as Above-Cap Liquidity Provider, MBIA Insurance
Corporation, as Policy Provider, and Wilmington Trust Company, as Subordination
Agent—incorporated by reference to Exhibit 4.24 to our Current Report on Form 8-K
dated November 9, 2004.

4.8(x) Note Purchase Agreement, dated as of November 15, 2004, among JetBlue Airways
Corporation, Wilmington Trust Company, in its separate capacities as Pass Through
Trustee, as Subordination Agent, as Escrow Agent and as Paying Agent—incorporated
by reference to Exhibit 4.25 to our Current Report on Form 8&- K dated
November 9, 2004.

4.8(y) Form of Trust Indenture and Mortgage between JetBlue Airways Corporation, as
~ Owner, and Wilmington Trust Company, as Mortgagee—incorporated by reference to
" Exhibit 4.26 to our Current Report on Form 8-K dated November 9, 2004.

4.8(z) Form of Participation Agreement among JetBlue Airways Corporation, as Owner, and
Wilmington Trust Company, in its separate capacities as Mortgagee, as Pass Through
Trustee and as Subordination Agent—incorporated by reference to Exhibit 4.27 to our
Current Report on Form 8-K dated November 9, 2004,

49 . Indenture, dated as of March 16, 2005, between JetBlue Airways Corporation and
_ Wilmington Trust Company, as Trustee, relating to the Company’s debt
securities—incorporated by reference to Exhibit 4.1 to our Current Report on Form 8-K
dated March 10, 2005.

[

4.9(a) First Supplemental Indenture to the Indenture filed as Exhibit 4.9 to this report, dated
as of March 16, 2005, between JetBlue Airways Corporation and Wilmington Trust
Company, as Trustee, relating to the Company’s 3%% Convertible Debentures due
2035—incorporated by reference to Exhibit 4.2 to, our Current Report on Form 8-K
dated March 10, 2004. '
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4.10 Pass Through Trust Agreement, dated as of November 14, 2006, between JetBlue
Airways Corporation and Wilmington Trust Company, as Pass Through Trustee, made
with respect to the formation of JetBlue Airways (Spare Parts) G-1 Pass 'I’hroughl Trust,
and the issuance of Three-Month LIBOR . plus 0.230% JetBlue Airways (Spare Parts)
G-1 Pass Through Certificate—incorporated by reference to Exhlblt 4.1 to our Current _
Report on Form 8- K dated November 14, 2006.

4.10(a) Pass Through Trust Agreement, dated as of November 14, 2006, between JetBlue
Airways Corporation and Wilmington Trust Company, as Pass Through Trustee, made
with respect to the formation of JetBlue Airways (Spare Parts) B-1 Pass Througthrust,
and the issuance of Three-Month LIBOR plus 2.875% JetBlue Airways (Spare Parts)
B-1 Pass Through Certificate—incorporated by reference to Exhibit 4.2 1o our Current

" Report on Form 8-K dated November 14, 2006.

4.10(b) Revolving Credit Agreement, dated as of November 14, 2006, between Wilmington Trust
_ Company, as Subordination Agernt, as agent and trustee for the JetBlue Airways (Spare
_ Parts) G-1 Pass Through Trust, as Bofrower, and Landesbank Hessen-Thurmgen |
‘Girozentrale, as Primary Liquidity Provider—incorporated by reference to Exhibit 4.3 to
our Current Report on Form 8-K dated November 14, 2006.

4.10(c) ISDA Master A'grée'me'nt dated as of November 14, 2006, between Morgan Stanley
o Capital Services Inc., as Above Cap Liquidity Provider, and Wilmington Trust Co'mpany,
as Subordination Agent for the JetBlue Alrways (Spare Parts) G-1 Pass Througthrust
—incorporated by reference to Exhibit 4.4 to our Current Report on Form 8-K dated
November 14, 2006.

4.10(d) Schedule to the ISDA Master Agreement, dated as of November 14, 2006, betwe]en
~ Morgan Stanley Capital Services Inc., as Above Cap Liquidity Provider, and Wllmmgton
Trust Company, as Subordination Agent for the JetBlue Airways (Spare parts) G 1 Pass

Through Trust—incorporated by reference to Exhibit 4.5 to our Current Report on
Form 8-K dated November 14, 2006.

4.10(e) Class G-1 Above Cap Liquidity Facility Confirmation, dated November 14, 2006,
between Morgan Stanley Capital Services Inc., as Above Cap Liquidity Provider, and
Wilmington Trust Company, as Subordination Agent—incorporated by reference|to
Exhibit 4.6 to our Current Report on Form 8-K dated November 14, 2006.

4.10(f) Insurance and Indemnity Agreement, dated as of November 14, 2006, among MBIA
Insurance Corporation, as Policy Provider, JetBlue Airways Corporation and Wllmmgton
Trust Company, as Subordination Agent and Trustee—incorporated by reference|to
Exhibit 4.7 to our Current Report on Form 8-K dated November 14, 2006.

4.10(g) " Guarantee, dated as of November 14, 2006, by Morgan Stanley, relating to the
Above-Cap Liquidity Facility—incorporated by reference to Exhlblt 4.8 to our Current
Report on Form 8-K dated November 14, 2006.

4.10(h) MBIA Insurance Corporation Financial Guaranty Insurance Policy, dated
November 14, 2006, bearing Policy Number 487110 issued to Wilmington Trust
Company, as Subordination Agent for the Class G-1 Certificates—incorporated by
reference to Exhibit 4.9 to our Current Report on Form 8-K dated November 14, 2006,

4.10(i) Intercreditor Agreement, dated as of November 14, 2006, among Wilmington Trust
Company, as Pass Through Trustee, Landesbank Hessen-Thiiringen Glrozentra}e as
Primary Liquidity Provider, Morgan Stanley Capital Services, Inc., as Above- Cap
Liquidity Provider, MBIA Insurance Corporation, as Policy Prov1der and lemmgton
Trust Company, as Subordination Agent—incorporated by reference to Exhibit .10 to
our Current Report on Form 8-K dated November 14, 2006.
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4.10(1)
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4.10(n)
4.10(0)

4.10(p)

4.10(q)

10.1**

10.1(a)**

10.1(b)**

10.1(c)**

10.1(d)**

- Note Purchase Agreement, dated as of November 14, 2006, among JetBlue Airways
« Corporation, Wilmington Trust Company, in its separate capacities as Pass Through

Trustee, as Subordination Agent and as Mortgagee—incorporated by reference to
Exhibit 4.11 to our Current Report on Form 8-K cliated November 14, 2006.

Trust Indenture and Mortgage, dated November 14, 2006, between JetBlue Airways
Corporation, as Owner, and Wilmington Trust Company, as Mortgagee—incorporated by
reference to Exhibit 4.12 to our Current Report on Form 8-K dated November 14, 2006.

Collateral Maintenance Agreement, dated as of November 14, 2006, among, JetBlue
Airways Corporation, MBIA Insurance Corporation, as Initial Policy Provider,
Wilmington Trust Company, as Mortgagee, and Additional Policy Provider(s), if any,
which may from time to time hereafter become parties—incorporated by reference to
Exhibit 4.13 to our Current Report on Form 8-K dated November 14, 2006.

Reference Agency Agreement, dated November 14, 2006, among JetBlue Airways
Corporation, Wilmington Trust Company as Subordination Agent and Mortgagee and
Reference Agent—incorporated by reference to Exhibit 4.14 to our Current Report on
Form B-K dated November 14, 2006.

Form of JetBlue Airways (Spare Parts) G-1 Pass Through Certificate (included in
Exhibit 4.10)—incorporated ‘by reference to.Exhibit 4.15 to our Current Report on Form
8-K dated November 14, 2006.

Form of JetBlue Airways (Spare Parts) B-1 Pass Through Certificate (included in
Exhibit 4.10(a))—incorporated by reference to Exhibit 4. 16 to our Current Report on
Form 8-K dated November 14, 2006.

* Form of JetBlue Airways (Spare Parts) G-1-Equipment Note—incorporated by reference

to Exhibit 4.17 to our Current Report'on Form 8-K dated November 14, 2006.
Form of JetBlue Airways (Spare Parts) B-1 Equipment Note—incorporated by reference

‘to Exhibit 4.18 to our Current Report on Form 8-K dated November 14, 2006.

Airbus A320 Purchase Agreement, dated as of April 20, 1999, bétween AVSA, S ARL.

- and JetBlue Airways Corporation, including Amendments No. 1 through No. 11 and
. Letter Agreements No. 1 through No. 10—incorporated by reference to Exhibit 10.1 to

the Registration Statement on Form S-1, as amended (File No. 333-82576).

-Amendment No. 12:t0 Airbus A320 Purchase Agreément between AVSA, S.A.R.L. and

JetBlue Airways Corporation, dated April 19, 2002—incorporated by reference to
Exhibit 10.1 to our Quarterly Report on Form 10-Q for the quarterly period ended
June 30, 2002.

- Amendment No. 13 to Airbus A320 Purchase Agreement between AVSA, S.A.R.L. and

JetBlue Airways Corporation, dated-November 22, 2002—incorporated by reference to
Exhibit 10.3 to our Annual Report on Form 10-K for the year ended
December 31, 2002.

Amendment No. 14 to Airbus A320 Purchase Agreement between AVSA, S.A.R.L. and
JetBlue Airways Corporation, dated December 18, 2002—incorporated by reference to
Exhibit 10.4 to our Annual Report on Form 10-K for the year ended

December 31, 2002.

Amendment No. 15 to Airbus A320 Purchase Agreement between AVSA, S.A.R.L. and
JetBlue Airways Corporation, dated February 10, 2003—incorporated by reference to
Exhibit 10.5 to our Annual Report on Form 10-K for the year ended ‘

December 31, 2002.
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10.1(q)+

Amendment No. 16 to Airbus A320 Purchase Agreement between AVSA, S.A. R L. and

JetBlue Airways Corporation, dated April 23, 2003—incorporated by reference 10
Exhibit 10.1 to our Current Report on Form 8-K dated June 30, 2003.

Amendment No. 17 to Airbus A320 Purchase Agreement between AVSA, S ARL. and
JetBlue Airways Corporation, dated October 1, 2003—incorporated by reference|to

Exhibit 10.7 to our Annual Report on Form 10-K for the year ended
December 31, 2003.

December 31 2003.

. Amendment No. 18 to Airbus A320 Purchase Agreement betwéen AVSA; 5.AR.L. and
. JTetBlue Airways Corporation, dated November 12, 2003—incorporated by referen
- Exhibit 10.8 to our Annual Report on Form 10-K for the year ended

ce to

Amendment No. 19 to Airbus A320 Purchase Agreement between AVSA, S.ARL. and

JetBlue Airways Corporation, dated June 4, 2004—incorporated by reference 1o
Exhibit 10.1 to our Quarterly Report on Form 10-Q for the quarterly period end=
June 30, 2004.

d

Amendment No. 20 to Airbus A320 Purchase Agreement between AVSA, S.A.R.L. and

JetBlue Airways Corporation, dated June 7, 2004—incorporated by reference to |

Exhibit 10.2 to our Quarterly Report on Form 10-Q for the quarterly period endzd

June 30, 2004.

Amendment No, 21 to Airbus A320 Purchase Agreement between AVSA, S.A. R L. and

JetBlue Airways Corporation, dated November 19, 2004—incorporated by referen
Exhibit 10.1 to our Current Report on Form 8-K dated November 19, 2004.

JetBlue Airways Corporation, dated February 17, 2005.

Amendment No. 23 to Airbus A320 Purchase Agreement between AVSA, SARL., and

JetBlue Airways Corporation, dated March 31, 2005.

Amendment No. 24 to Airbus A320 Purchase Agreement between AVSA, S.ARL., and.

JetBlue Airways Corporation, dated July 21, 2005—incorporated by reference to
Exhibit 10.1 to our Quarterly Report on Form 10-Q for-the guarterly perrod ende
September 30, 2005.

ce to

‘Amendment No.-22 to Airbus A320 Purchase Agreement between AVSA, S.A.R.L., and

d

- Amendment No. 25 to Airbus A320 Purchase Agreement'between AVSA, S.ARL, and

JeiBlue Airways Corporation, dated November 23, 2005—incorporated by reference 10

Exhibit 10.1(n) to our Annual Report on Form 10-K for the year ended
December 31, 2005.

Amendment No. 26 to Airbus A320 Purchase Agreement between AVSA, S.AR.L. and

JetBlue Airways Corporation, dated February 27, 2006—mcorporated by referenlee to

Exhibit 10.1 to our Quarterly Report on Form 10-Q for the quarterly period ende
June 30, 2006.

d

Amendment No. 27 to Airbus A320 Purchase Agreement between AVSA S.AR.L. and

JetBlue Airways Corporation, dated April 25, 2006—incorporated by reference t-i:)

Exhibit 10.2 to our Quarterly Report on Form 10-Q for the quarterly perlod ended

June 30, 2006.
Amendment No. 28 to Airbus A320 Purchase Agreement between AVSA, S.AR.

L. and

JetBlue Airways Corporation, dated luly 6, 2006—incorporated by reference to IExhibit

10.1 to our Quarterly Report on Form 10:Q for the quarterly period ended
September 30, 2006. ,
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“*Amendment No. 29 to Airbus A320 Purchase Agreement 'between AVSA, S ARL, and

JetBlue Arrways Corporatron ‘dated December 1, 2006

Letter Agreement dated Aprll 23, 2003 between AVSA S.A.R.L. and JetBlue Airways
Corporation—incorporated by reference to Exhibit 10.2 to our Current Report on
Form 8-K dated June 30, 2003.

V2500 General,Terms of Sale between IAE,International Aero Engines AG and
NewAir Corporation, including Side Letters No. 1 through No. 3 and No. 5 through
No. 9—incorporated by reference to Exhibit 10. 2 1o the Reglstranon Statement on
Form S-1, as amended (File No. 333-82576). '

Side Letter No..10 to V2500 General Terms of Sale between IAE Intematlonal Aero
Engines AG and NewAir Corporation, dated Aprtl 25, 2002—incorporated by reference

.to Exhibit 10.2 to our Quarterly Report on Form 10- Q for the quarterly period ended

June 30, 2002,

Side Letter No. 11 to V2500 General Terms of Sale between IAE International Aero
Engines AG and NéwAir Corporation, dated February 10, 2003—incorporated by
reference to Exhibit 10.8 from our Annual Report on Form 10-K for the year ended
December 31, 2002.

Side Letter No. 12 to V2500 General Terms of Sale between IAE International Aero
Engines AG and NewAir Corporatlon dated March 24, 2003—incorporated by reference
to Exhibit 10.1 to our Quarterly Report on Form 10-Q for the quarterly perlod ended
March 31, 2003. :

Side Letter No. 13 to V2500 General Terms of Sale between IAE International Aero
Engines AG and NewAir Corporation, dated' April 23, 2003—incorporated by reference
to Exhibit 10.3 to our Current Report on Form 8-K dated June 30, 2003.

Side Letter No: 14 to V2500 General Terms of Sale between IAE International Aero
Engines AG and NewAir Corporation, dated October 3, 2003—incorporated by

- reference to Exhibit 10.15 to our Annual Report on Form,10-K for the year ended

December 31, 2003

Side Letter No. 15 to V2500 General Terms of Sale between IAE International Aero
Engines AG and NewAir Corporation, dated November 10, 2003—incorporated by
reference to Exhibit 10.16 to our Annual Report on Form 10-K for the year ended

._'D_ecember 31, 2003,

Side Letter No. 16 to V2500 General Terms of Sale between IAE International Aero
Engines AG and NewAir Corporation, dated February-20, 2004—incorporated by
reference to Exhibit 10.1 to our Quarter]y Report on Form 10-Q for the quarterly period

~ ended March 31, 2004.

Side Letter No. 17 to V2500 General Terms of Sale between IAE International Aero
Engines AG and NewAir Corporation, dated June 11, 2004—incorporated by reference
to Exhibit 10.3 to our Quarterly Report on Form 10-Q for the quarterly period ended

June 30, 2004.

Side Letter No. 18 t0' V2500 General Terms of Sale between TAE International Aero
Engines AG and NewAir Corporation, dated November 19, 2004—incorporated by
reference to Exhibit 10.2 to our Current Report on Form 8-K dated November 19, 2004.

Side Letter No. 19 to V2500 General Terms of Sale between IAE International Aero
Engines AG and New Air Corporation, dated July 21, 2005—incorporated by reference
to Exhibit 10.2 to our Quarterly Report on Form 10-Q for the quarterly period ended
September 30, 2005.
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Side Letter No. 20 to V2500 General Terms of Sale between IAE International Afl:
Engines AG and New Air Corporation, dated July 6, 2006—incorporated by refere

Exhibit 10.3 to our Quarterly Report on Form 10-Q for the quarterly perlod endeg
June 30, 2006

Amendment and Restated Agreement between JetBlue Airways Corporation and
LiveTV, LLC, dated as of December 17, 2001, including Amendments No. 1, No. 2
—incorporated by reference to Exhibit 10.4 to the Reglstratlon Statement on Forn
as amended (File No. 333- 82576)

GDL Patent License Agreement between Harris Corporation and LweTV LLC, d

as of September 2, 2002—incorporated by reference to Exhibit 10.1 to our Quartehy

Report on Form 10-Q for quarterly p'erio_d ended September 30, 2002.

Employment Agreement, dated November 23, 1998, between JetBlue Airways

Corporation and David Neeleman—incorporated by reference to Exhibit 10.6 to the

Registration Statement on Form S-1, as amended (File No. 333- 82576).

First Amendment to Employment Agreement, dated July 21, 2004, between JetBlue

Airways Corporation and David Neeleman—incorporated by reference to Exhibit
our Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2004

o
nce to
1

and 3

I1Sl

ated

105 to

Employment Agreement, dated October 14, 1998, between JetBlue Airways Corporation

and David Barger—incorporated by reference to Exhibit 10.7 to the Registration
Statement on Form S-1, as amended (File, No. 333-82576).

First Amendment to Employment Agreement, dated July 21, 2004, between JetBlue

Airways Corporation and David Barger—incorporated by reference to Exhibit 10. 6 to

our Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2004!

Employment Agreement, dated November 20, 1998, between JetBlue Airways
Corporation and John Owen—incorporated by reference to Exhibit 10.8 to the
Registration Statement on Form S-1, as amended (File No..333-82576).

Restricted Stock Purchase Agreement, dated as of September 18, 1998, by and between

JetBlue Airways Corporation and Neeleman Holdings, L.C.-—incorporated by refe

to Exhibit 10.10 to the Registration Statement on Form S-1, as amended
(File No. 333-82576).

rence

Restricted Stock Purchase’ Agreement, dated'as of September 18, 1998, by and between

JetBlue Airways Corporation and David Barger—incorporated by reference to
Exhibit 10.11 to the Registration Statement on Form §-1, as amended | .
(File No. 333-82576).

Restricted Stock Purchase Agrecment, dated as of September 18, 1998 by and betlween
JetBlue Airways Corporation and Kelly Holdings L.C.—incorporated by reference to

Exhibit 10.12 to the Registration Statement on Form S-1, as amended
(File No. 333-82576). 5

Restricted Stock Purchase Agreemerit, dated as of November 2, 1998, by and between

JetBlue Airways Corporation and Neeleman Holdings, L.C.—incorporated by refe

to Exhibit 10.13 to the Registration Statement on Form 8-1, as amended |
(File No. 333-82576). . ¢ :

rence

Restrieted Stock Purchase Agreement, dated as of Névembe’r 2, 1998, by and between

JetBlue Airways Corporation and John Owen—incorporated by reference to
Exhibit 10.14 to the Registration Statement on Form $-1, as amended
(File No. 333-82576).
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Non-Competition and Non-Solicitation Agreement, dated as of November 19, 1998, by
and among JetBlue Airways Corporation and David Neeleman—incorporated by
reference to Exhibit 10.15 to the Registration Statement on Form $-1, as amended
(File No. 333-82576).

1999 Stock Option/Stock Issuance Plan—incorporated by reference to Exhibit 10,16 to
the Registration Statement on Form 8-1, as amended (File No. 333-82576).

2002 Stock Incentive Plan—incorporated by reference to Exhibit 10.17 to the
Registration Statement on Form S-1, as amended (File No. 333-82576).

2002 Crewmember Stock Purchase Pllan—indorporated by reference to Exhibit 10.18 to
the Registration Statement on Form §-1, as amended (File No. 333-82576).

Amended and Restated JetBlue Airways Corporation 401(k) Retirement Plan, dated
March 31, 2005—incorporated by reference to Exhibit 10.1 to our Quarterly Report on
Form 10-Q for the quarterly period ended June 30, 2005. ,

Amendment to JetBlue Airways Corporation 401(k) Renrement Plan, dated
November 21, 2006. ,

Form of Director/Officer Indemnification Agreement—incorpofated by reference to
Exhibit 10.20 to the Registration Statement on Form S-1, as amended-
(File No. 333-82576).

Form of Letter Agreement between JetBlue Airways Corporation, the Weston Presidio
Funds and Quantum Industrial Partners LDC—incorporated by reference to

Exhibit 10.21 to the Registration Statement on Form $-1, as amended

(File No. 333-82576).

EMBRAER-190 Purchase Agreement DCT-025/2003, dated June 9, 2003, between
Embraer-Empresa Brasileira de Aeronautica S.A. and JetBlue Airways
Corporation—incorporated by reference to Exhibit 10.4 to our Current Report on
Form &-K dated June 30, 2003.

Amendment No. 1 to Purchase Agreement DCT-025/2003, dated as of July 8, 2005,
between Embraer-Empresa Brasileria de Aeronautica S. A. and JetBlue Airways
Corporation—incorporated by reference to Exhibit 10.3 to our Quarterly Report on
Form 10-Q for the quarterly period ended September 30, 2005.

Amendment No. 2 to Purchase Agreement DCT-025/2003, dated as of January 5, 2006,
between Embraer-Empresa Brasileria de Aeronautica S.A. and JetBlue Airways
Corporation—incorporated by reference to Exhibit 10. 22(b) to our Annual Report on
Form 10-K for the year ended December 31, 2005.

Amendment No. 3 to Purchase Agreement DCT-025/2003, dated as of _
December 4, 2006, between Embraer-Empresa Brasileria de Aeronautica S.A. and
JetBlue Alrways Corporatlon

Letter Agreement DCT-026/2003, dated June 9, 2003, between Embraer-Empresa
Brasileira de Aeronautica S.A. and JetBlue Airways Corporation—incorporated by
reference to Exhibit 10.5 to our Current Report on Form 8-K dated June 30, 2003.

Amendment No. 1, dated as of July 8, 20085, to Létter Agreement DCT-026/2003,
between Embraer-Empresa Brasileira de Acronautica 8.A. and JetBlue Alrways

'Corporatién—incorporated by reference to Exhibit 10.4 to our Quarterly Report on

Form 10-Q for the quarterly period ended September 30, 2003.
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211
23

311
31.2
32

99.1

2(b)Y  Amendment No. 2, dated as of January 5, 2006, to Letter Agreement. DCT-026/

2003,

between Embraer-Empresa Brasileira de Aeronautica S.A. and JetBlue Airways

Corporation. : . S

2(e)t

Amendment No. 3, dated as of December 4, 2006, to Letter Agreement DCT- 026/2Fj03,

between Embraer-Empresa Brasileira de Aeronautica S.A. and JetBluc Alrways‘

Corporation.
3

Corporation—incorporated by reference to Exhibit 10.1 to our Current Report
Form 8-K dated March 24, 2004.
I

4 Agreement of Lease (Port Authority Lease No. AYD 350) dated November 22

between The Port Authority of New York and New Jersey and JetBliue Airways

Corporation—incorporated by reference to Exhibit 10.30 to our Annual Report
10-K for the year ended December 31, 2005.

Computatlon of Ratio of Earnings to Fixed Charges.

List of Sub51dlanes

Consent of Ernst & Young LLP

Rule 13a-14(a)/15d-14{a) Certification of the Chief Executivel Ofﬁéer, furnished

Agreement of Lease (Port Authority Lease No. AYD-265), dated as of Novemb:er 1,
2002, between The Port Authority of New York and New Jersey and JetBlue Aij

irways
on

2003,

on Form

herewith.

Rule 13a-14(a)/15d-14(a) Certification of the Chief Financial Officer, furnished herewith.

Section 1350 Certifications, furnished herewith.

Letter of Approval from the City of Long Beach Depaﬁmem’ of Public Works,
May 22, 2001, approving City Council Resolution C-27843 regarding Flight Slot

dated

Allocation at Long Beach Municipal Airport—incorporated by reference to Exhibit 99.2

to the Registration: Statement on Form S-1, as amended (File No. 333-82576).

sk

(1)

(2)

Compensatory plans in which the directors and executive officers of JetBlue participate.

Pursuant to 17 CFR 240.24b-2, confidential information has been omllted and has been ﬁ
separately with the Securities and Exchange Commission pursuant toa Conﬁdentlal Trea
Request filed with and approved by the Commission.

Pursuant to 17 CFR 240.24b- 2, conﬁdennal information has been omltted and has been ﬁ
separately with the Securities and Exchange Commission pursuant to a Confidential Trea
Request filed with the Commission. ' ’

led
tment

led
tment

Documents substantially identical in-all material respects to the document ﬁled as Exhibit 4.4 to
our Current Report on Form 8-K dated March 24, 2004 (which exhibit relates to formatu')n of
JetBlue Airways Pass Through Trust, Series 2004-1G-1-O and the issuance of Three- Month
LIBOR plus 0.375% JetBlue Airways Pass Through Trust, Series 2004-1G-1-0, Pass Thr(lbugh
Certificates) have been entered into with respect to formation of each of JetBlue Airways Pass ¢

Through Trusts, Series 2004-1G-2-O and Series 2004-1C-O and the issuance of each of

Three-Month LIBOR plus 0.420% JetBlue Airways Pass Through Trust, Series 2004-1G-2-O and
Three-Month LIBOR plus 4.250% JetBlue Airways Pass Through Trust, Series 2004-1C- 0 -
Pursuant to Instruction 2 of Item 601 of Regulation $-K, Exhibit 99.1, 1nc0rporated by reference

to our Current Report on Form 8-K dated March 24, 2004, sets forth the terms by which
substantially identical documents differ from Exhibit 4. 7(c). .

such

Documents substantially identical in all material respects to the document filed as Exh1b1t 4.14 our

Current Report on Form 8-K dated March 24, 2004 (which exhibit relates to an above- -ca
liquidity facility provided on behalf of the JetBlue Airways Corporation Pass Through T
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2004-1G-1-0) have been entered into with.respect to the above-cap liquidity facilities provided on
behalf of the JetBlue Airways Corporation Pass Through Trust 2004-1G-2-O and the JetBlue
Airways Corporation Pass Through Trust 2004-1C-O. Pursuant to Instruction 2 of Item 601 of
Regulation 8-K, Exhibit 99.2, incorporated by reference to our Current Report- on Form 8-K
dated March 24, 2004, sets forth the terms by which such suhstantlally identical documents differ -
from Exhibit 4. 7(m)

A

o

Documents substannally identical in all material respects to the'document filed'as Exhibit 4.4 to™ -
our Current Report' on Form 8:K dated November 9, 2004 (which exhlblt relates to formation of

, JetBlue Airways Pass Through Trust, Seriés'2004-2G-1-O and the i 1ssuance of Three- Month

LIBOR plus 0.375% JetBlue Airways Pass Through Trust, Series 2004- 2G-1- 0, Pags Through
Certificates) have been entered into with respect to formation of €ach of the JetBlue Airways Pass

. Through Trusts, Series 2004-2G-2-O and Series 2004-2C-O and the issuance.of each of

Three-Month LIBOR plus 0.450% J etBlue Alrways Pass Through Trust, Ser1es 2004-26-2 O and,
Three-Month LIBOR plus 3.100% JetBlue Airways Pass Through Trust, Series 2004- 3C-0.

- Pursuant to Instruction 2 of Item 601 of Regulation S:K, Exhibit 99.1, incorporated by reference

4

to our Current Report on Form 8-K dated November. 9, 2004; sets forth- the terms by-which such -
substantially identical documents differ from Exhibit 4. 8(c). :

Documents substantially identical in all material respects to the document filed as Exhibit 4.14 to
our Current Report on Form 8-K dated November 9, 2004 (which exhibit relates to an above- -cap |
liquidity facility provided on behalf of the JetBlue Airways Corporation Pass Through Trust’
2004-2G-1-0) have been entered into with respect to the above-cap liquidity facilities provided o’
behalf of the JetBlue Airways Corporation Pass Through Trust 2004-2G-2-O and the JetBlue
Airways Corporation Pass Through Trust 2004-2C-O. Pursuant to Instruction 2 of Item 601 of
Regulation S-K, Exhibit 99.2, incorporated by reference to our Current Report on Form 8-K
dated November 9, 2004, sets forth the terms by which such substantially identical documents
differ from Exhibit 4. 8(m)
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders
JetBlue Airways Corporation .

. We have audited the conseolidated financial statements of JetBlue Airv'vay's“ Cor‘pﬁration as of
December 31, 2006 and 2005, and for each of the three years in the period ended December 31, 2()06 and
have issued our report thereon daled February 12, 2007 (included elsewhere.in this Annual Relport on
Form 10-K). Our audits also included the financial statement schedule listed in Item 15(2) of this!Annual
Report on Form 10-K. This schedule is the responsibility of the Company’s manageme‘rt. Our
responsibility is to express an opinion based on our audits. ,

As discussed in Note 1 to the consolidated financial statements, in 2006 the Company changed its
method of accountmg for share-based compensanon

’
4 *

In our opinion, the financial statement schedule referred to above, when considered in relatlon to the
basic financial statements taken as a whole, presents fairly i in all material respects the mformatlon Set. forth
therein. o «

oL . ' /sf Ernst & Young LLP

New York, New York: o o E .
February 12, 2007

S-1




e, JetBlue Airways Corporation
Schedule II ~ Valuation and Qualifying Accounts

-

(in thousands)

Additions
Balance at© Charged to  Charged to Balance
beginning of  Costs and Other at end
Description perio Expenses Accounts  Deductions of period
Year Ended December 31, 2006 '
Allowances deducted from asset accounts: L

Allowance for doubtful accounts....... . $ 1180 $1155 8. — $ 727(1) $ 1,608

. Allowance for obsolete inventory parts . ... 997 670 — — 1,667
Year Ended December 31, 2005
Allowances deducted from asset accounts;

Allowance for doubtful aceounts.......... 622 1471 —  913(1) 1,180
__Allowance for obsolete inventory parts . . .. 628 369 Te— C— 997
Year Ended December 31, 2004
Allowances deducted from asset accounts: :

Allowance for doubtful accounts.......... 903 1,773 — 2,054(1) 622

Allowance for obsolete inventory parts . . . . 369 - 259 —

(1} Uncollectible accounts written off, net of recoveries

— 628




Exhibit 12.1

[

JETBLUE AIRWAYS CORPORATION
COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES
(iri millions, except ratios)

Year Ended December 31,

2006 2005 . 2004 2003| 2002
Earnings: : '
Income (loss) before income taxes................ $ 9 $(24 $§ 75 8174 $ 95
Less: capitalized interest ................0 ....... 27 . (16) )] (&) %)
Add: '
Fixed Charges. ......oovvevensrneiiinieannnnns 263 172 113 C 79 53
Amortization of capitalized interest............. 1 1 1 - —
Adjusted earnings .................. I $246 $133 §180 §248 143
Fixed charges: x
Interest eXpense. ......ooviviiieiiinn i a.n $169 $104 § 52§28 $ 20
- Amortization of debt costs ... .. e 4, .3 1 1 1
Rent expense representative of interest ........... _ 90 65 6 ._ 50 32
Total fixed charges ....................... ... $23 S$172 §$113 § 79 § 53
Ratio of earnings to fixed charges (1)............... — — 1.59 3.1¢_‘I 2.69

(1) Earnings were inadequate to cover fixed charges by $17 million and $39 million for the years
ended December 31, 2006 and 2005, respectively.




Exhibit 23

Consent of Independent Registered Public Accounting Firm

We consent to the incorporation by reference in the Registration Statement (Form S-3ASR No.
333-135545) of JetBlue Airways Corporation and Registration Statements (Form S-8 No. 333-86444 and
Form S-8 No. 333-129238) pertaining to the JetBlue Airways Corporation 2002 Stack Incentive Plan and
the JetBlue Airways Corporation Crewmember Stock Purchase Plan of JetBlue Airways Corporation and
in the related Prospectuses of our reports dated February 12, 2007, with respect to the consolidated
financial statements and schedule of JetBlue Airways Corporation, JetBlue Airways Corporation
management’s assessment of the effectiveness of internal control over financial reporting, and the
effectiveness of internal control over financial reporting of JetBlue Airways Corporation, included in this
Annual Report (Form 10-K) for the year ended December 31, 2006.

/s/ Ernst & Young LLP

New York, Néw‘ Ybrk
February 14, 2007




I, David Neeleman, certify that:

1,
2.

EXHIBIT 31.1

Rule 13a-14(a)/15d-14(a) Certification of the Chief Executive Officer

I have reviewed this Annual Répc_;ri on Form 10-K of JetBlue Airways Corporatioﬁ;

Based on my knowledge, this report does not contain any untrue statement of a material fact or

omit to state a material fact necessary to make the statements made, in light of the circumstances under
which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information includied in this
report, fairly present in all material respects the financial condition, results of operations and cash flows
of the registrant as of, and for, the periods presented in this report;

4.

The registrant’s other certifying officer and I are responsible for establishing and maintaining

disclosure controls and procedures (as defined in. Exchange Act Rules 13a-15(e) and lSd-l;iS(e)) and
internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for

the registrant and have:

a)

b)

d)

5.

designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information t:elating to
the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

designed such internal control over financial reporting, or caused such internal control over
financial reporting to be designed under our supervision, to provide reasonable lassurance
regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented
in this report our conclusions about the effectiveness of the disclosure controls and procedures,
as of the end of the period covered by this report based on such evaluation; and

disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal|quarter in
the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent Pvaluauon

of internal control over financial reporting, to the registrant’s auditors and the audit committee of

registrant’s Board of Directors (or persons performing the equivalent functions):

a)

b)

Dated: February 14, 2007

fs/f DAVID NEELEMAN

all significant deficiencies and material weaknesses in the design or operation of interpal control
over financial reporting which are reasonably likely to adversely affect the registrant’s ability to
record, process, summarize and report financial information; and

any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting,

David Neeleman
Chief Executive Officer
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EXHIBIT 31.2

Rule 13a-14(a)/15d-14(a) Certification of the Chief Financial Officer
I, John Harvey, certify that:
1. I have reviewed this ‘Annual Report on'lf".orm 10-K of JetBlue Airways Corporation;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or
omit to state a.material fact necessary to make the statements made, in light of the circumstances under
which such statements were made; not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this
report, fairly present in all material respects the financial condition, results of operations and cash flows

of the registrant as of, and for, the periods presented in this report;

’

4. The registrant’s other centifying officer and I are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and
internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for
the registrant and have: o '

a) designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information relating to
the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b) designed such internal ¢ontrol over financial reporting, or caused such internal control over

financial reporting to be designed under our supervision, to provide reasonable assurance

* regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented
in this report our conclusions aboul the effectiveness of the disclosure controls and procedures,
as of the end of the period covered by this report based on such evaluation; and

d) disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in
the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation
of internal control over financial reporting, to the registrant’s auditors and the audit committee of
registrant’s Board of Directors (or persons performing the equivalent functions):

a) all significant deficiencies and material weaknesses in the design or operation of internal control
over financial reporting which are reasonably likely to adversely affect the registrant’s ability to
record, process, summarize and report financial information; and

b) any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

Dated: February 14, 2007

/st JOHN HARVEY
John Harvey
Executive Vice President and Chief Financial Officer




Exhibit 32
JETBLUE AIRWAYS CORPORATION

SECTION 1350 CERT_lFiCATIONS

In connection with the Annual Report on Form 10-K of JetBlue Airways Corporation for the
year ended December 31, 2006, as filed with the Securities and Exchange Commission on .
February 14, 2007 (the “Report™), the undersigned, in the capacities and on the dates indicated below,
each hereby certify pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906]of the
Sarbanes-Oxley Act of 2002, that the Report fully complies with requirements of Section l’i(a) or
15(d) of the Securities Exchange Act of 1934 (15 U.S.C. 78m or 780(d)) and the mformatlon
contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of JetBlue Airways Corporation.

Date: February 14, 2007 By: /fs/ DAVID NEELEMAN

David Neeleman’
Chief Executive Officer

Date: February 14, 2007 . . By: /s/ JOHN HARVEY

John Harvey
Executive Vice President and
Chief Financial Officer
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